














US'S Steel helping me to launder a shirt! 





@ United States Steel Corporation makes a 
good many other things besides steel. 

For example, the heat in many United 
States Steel plants is being used to make 
steam which generates electric power. That 
power helps to supply thousands of homes 
in the neighboring communities with elec- 
tricity. 

In another community, surplus gas from 
coke ovens supplies 125,000 people with 
cooking and heating gas. 


...to broil some chops! 


...f0 grow bigger tomatoes! 





In Birmingham, Alabama, there is an- 
other example of such service. The scientists 
of the Tennessee Coal, Iron and Railroad 
Company have found that the open hearth 
slag is an excellent soil conditioning material. 
So today, T.C.I. has a whole department 
making this soil conditioner, and shipping it 
all over the South to improve crops. 

These activities are examples of how in- 
genuity has created new ways for United 
States Steel to help serve the nation. 


UNITED STATES STEEL CORPORATION SUBSIDIARIES 
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WARD BAKING COMPANY 
Preferred Dividend No. 10 


The Board of Directors has declared 
the quarterly dividend of $1.3744 a 
share on the Preferred Stock payable 
April 1, 1948 to holders of record 
March 16, 1948. 


Common Dividend No. 10 


The Board of Directors has declared a 
dividend of 15 cents a share on the 
Common Stock payable April 1, 1948 
to holders of record March 16, 1948. 


L. T. MELLY, Treasurer 


MLGUEME! 475 Fifth Ave. 
New York 17, 
BREAD N. Y. 























THE Ma mavoOxX company 


MAKERS OF FINE RADIO=-PHONOGRAPHS 


Dividend 
Notice 





The Board of Directors of 

The Magnavox Company has declared 
a quarterly dividend of 25 cents a share 
on the Company’s outstanding capital 
stock, payable March 15, 1948, to 
stockholders of record March 10, 1948. 


R. A. O'CONNOR, 
President and Treasurer 














C.1.T. FINANCIAL CORPORATION 
Dividend on Common Stock 


A quarterly dividend ot 50 cents per share in 
cash has been declared on the Common Stock 
of C. I. T. FINANCIAL CORPORATION, 
payable April 1, 1948, to stockholders of 
record at the close of business March 10, 
1948. The transfer books will not close. Checks 
will be mailed. 

FRED W. HAUTAU, Treasurer. 


February 26. 1948. 


























Allied Chemical & Dye Corporation 
61 Broadway, New York 
February 24, 1948 
Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 108 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 
Company, payable March 20, 1948, to 
common stockholders of record at the 
close of business March 5, 1948. 
W. C. KING, Secretary 
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GIANT CIRCUIT BREAKERS 


Photo by Westinghouse 


Equipment to interrupt the vast power gener- vided by a device of its special kind. It is ca- 
ated by the Grand Coulee Dam in an emer-_ pable of interrupting 3!/2 million KV-a with cur- 
gency represents a major test of technical skill. rents as high as 8800 amperes in 1/20th of a 
This oil circuit breaker built by Westinghouse second, though its dimensions are no larger 
has the largest interrupting capacity ever pro- than those of former less powerful units. 
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The Trend of Events 


NEW URGENCY... The spontaneous approval of 
Senator Vandenberg’s exposition of the European 
Recovery Plan in the senate last week is indicative 
of a suddenly vivid sense of the reality and black- 
ness of the crisis sweeping westward over Europe, 
of recognition of the value of any voice that can 
speak firmly. 

Senator Vanderberg did speak firmly. He said 
little that has not been said many times before, but 
he said it with clarity and conviction, eliminating 
personalities or party politics. He neither made ex- 
travagant claims for ERP nor did he conceal that 
the program which he urged upon Congress is a 
considerable risk. Above all, he spoke against a 
background of events that have at last driven home 
the extreme urgency of the problem with which he 
has been struggling so long and so patiently. 

Realistically he stated that success depends en- 
tirely upon solidarity among the nations of West- 
ern Europe and that the ERP will succeed in pro- 
portion that it encourages such solidarity. Unity in 
Western Europe is indeed the crucial issue, for us 
as well as for Europe, for if the people west of the 
iron curtain cannot draw together now, they will 
never be able to do so in the foreseeable future. 

It is heartening to observe that this need is fi- 
nally more and more understood in Western Europe, 
where a union of western European nations is well 
along in the planning stage. It was strongly urged 
by Foreign Minister Bevin of Britain not so long 
ago. In fear and dismay, most European leaders are 
now pressing for its immediate realization. Thus 
begins a new phase of the East-West conflict, a move 
that has the hearty support of American policy 


makers who well realize its importance not only 
from the political but strategic standpoint as well. 
By all means it would greatly harden Europe’s will 
to resist further progress of Sovietism, for the con- 
templated pattern would go far toward solving the 
problem of the defense of Europe against Soviet ag- 
gression, thereby laying the ghost now haunting Eu- 
ropean minds, of Soviet armies marching almost 
unopposed to the North Sea and the Channel. 

While Western Europe needs our encouragement 
and backing, the salvation of its freedom is essen- 
tially a European responsibility and task. Senator 
Vandenberg has made that clear and, we believe, it 
is increasingly understood in Europe that this bur- 
den cannot be shifted from European shoulders. 


HARDY PERENNIAL... President Truman’s request 
to Congress for a three year extension of the Reci- 
procal Trade Agreements Act spotlights the revival 
of traditional tariff troubles that have featured con- 
gressional wrangling throughout our history. The 
fourteen-year old Act is due to expire June 12. It 
gives the President authority to enter into agree- 
ments with foreign nations for a two-way cut in 
tarifis and other import barriers. 

The Truman Administration has acted vigorously 
under this law with the result that many U. S. duties 
are now down to pre-World War I levels, far below 
the Smoot-Hawley Tariff of President’s Hoover’s 
era. In his request to Congress, the President aptly 
describes the law as an essential element of U. S. 
foreign policy. It is indeed. 

It was under its authority that the United States 
took part in the Geneva Trade Conference last year, 
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attended by 23 countries, and consented to consid- 
erable tariff cutting, some of which has already come 
under congressional fire. Despite occasional angry 
protests by certain business interests, it can be said 
that the Act in the past has proved beneficial to us 
as well as to stabilization and improvement of world 
trade. It has affected more than one-half of all our 
foreign commerce. 

Yet by and large, Republican leaders in the House 
Ways and Means Committee, which initiates all tax 
and tariff bills, appear reluctant to comply with the 
presidential request. Their protectionist inclination 
has been reinforced by a stream of complaints about 
the tariff slashes negotiated at Geneva. And quite 
apart from questions of fundamental policy, this is 
an election year! 

The program has been fought over for years, 
either on the premise that it will seriously injure 
many vital industries, or because it was thought 
that it gives the President too much power. The 
former is difficult to prove. Doing something about 
the latter, such as requirement of congressional rati- 
fication, may easily tend to renew the log-rolling 
that once prevailed, bogging down effective action 
in a welter of confusion and delay. 

In spite of disagreements, it is unlikely that there 
will be a battle to the finish. Rather there may be 
delaying tactics or a compromise on limited exten- 
sion of the Act, for in an election year, an old- 
fashioned tariff fight might prove embarrassing to 
both sides. From the standpoint of national interest, 
one can have no great objection to the Act’s exten- 
sion. Our need for greater imports is well known 
and moreover, foreign competition won’t be too seri- 
ous until Europe rebuilds its industries and the do- 
mestic demand for goods begins to slacken. From a 
— policy standpoint alone, extension is desir- 
able. 


FARM PRICE SUPPORT... Secretary of Agriculture 
Anderson, in appealing to Congress for early action 
on future Government price support policies, realis- 
tically foresees that price supports for many farm 
products almost certainly will be discontinued at the 
end of this year when the present Farm Support 
Program expires. 

It is a matter of regret that the question of con- 
tinuation of the farm program which involves a re- 
vision of our long range farm policy, has to come up 
in an election year. There are millions of farmers, 
most of them quite articulate, and all of them have 
votes. For this reason alone it would seem almost 
impossible to keep the issue out of politics. 

The present program is based on price supports at 
a level of 90% of parity for a large number of agri- 
cultural commodities, too many, as it is. Actual price 
developments have kept the scheme virtually inoper- 
ative except in very few instances. Where it became 
operative, such as in the case of eggs, tobacco, pota- 
toes, chickens, it has tended to keep prices uncon- 
scionably high at a time when lower food prices 
were urgently desired. Indicative of the strength of 
the farm price situation is the fact that even the 
recent break in prices did not bring the support 
mechanism into play. If it does, it will swallow huge 
amounts of tax money. The tax payer will pay two 
ways, first in the form of high food prices and sec- 
ondly in taxes to meet the outlays for price support. 


Congress after the war extended the support pro- 
gram until the end of 1948 feeling that farmers, 
having expanded their acreages sharply during war 
years, should be protected against a sudden collapse 
in agricultural prices for the first two years follow- 
ing termination of hostilities. To what extent this 
action was responsible for keeping food prices in the 
stratosphere is difficult to say since demand factors 
were unusually strong. Yet the latest break in farm 
commodities shows that in the long run, economic 
laws cannot be violated by artificial influences. 

Development of a long range agricultural pro- 
gram is no doubt a necessity but it should protect 
the consumer as well as the farmer. To what extent 
this is feasible in an election year appears to us 
somewhat doubtful, in the light of past experience. 
Secretary Anderson has stated that he favors “‘flex- 
ible” supports, ranging between 52% and 90% of 
parity. The larger the supply of the commodity, the 
lower would be the support level, and vice versa. 
This sounds fine, but he may find that Congress in 
translating this principle into an actual program 
may be poles apart, and it is then where politics will 
promptly enter. Above all, any support programs 
not closely tied to acreage and distribution controls 
would seem to us to hit besides the mark. The his- 
tory of subsidy-induced surpluses proves this. 


TAX PROPOSALS ... The Treasury Department 
early this month proposed that Congress abandon 
the present two-year carry-back and carry-forward 
for business firms’ net operating losses in favor of 
a one-year carry-back and a five-year carry-forward. 
This is perhaps the most important of a series of 
63 suggestions for revision of the general tax laws, 
all of which are designed to cost the Government the 
least possible amount of revenues. 

For the latter reason no doubt, they did not in- 
clude the long-sought elimination of so-called double 
taxation, that is taxation of corporate earnings paid 
out as dividends; yet along with revision of the cap- 
ital gains tax, this would be one of the most con- 
structive tax moves we can think of. In the long run, 
the issue cannot be avoided; and the sooner we shall 
have action along constructive lines, the better it 
will be. The inequities inherent in double taxation 
and the role of the capital gains tax in hindering the 
free flow of capital into constructive enterprise are 
well known. Something should be done about it, and 
soon, if business is to get the equity capital that it 
urgently needs for expansion and financial stability. 


NOTICE TO SUBSCRIBERS 


Due to the revamping of our Stencil and Mail- 
ing Departments, we have run into problems 
which have resulted in inconveniences to our 
subscribers ... where changes of address and 
expiration notices have not been handled with 
our usual promptness. This will be straight- 
ened out within the next two weeks. We know 
that, in this temporary situation, our sub- 
scribers will bear with us, realizing the labor 
handicaps to which all of us are subject at 
this time. Very shortly we assure you that our 
service in this respect will be on a par with the 
hight standards that you have come to expect 
from us. 
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As g See GL | BY CHARLES BENEDICT 


WE CAN STOP 


Pl o begin with, we might as well recognize 
that Russia has been winning most of the battles in 
this new kind of war. The reasons are very simple :— 
1) Her leaders have the power to act without consult- 
ing the people; 2) Their well-oiled and organized ma- 
chinery is equipped to carry out any policy decided 
upon in individual countries and internationally; 3) 
Russia is ready to brazenly liquidate opposition wher- 
ever it is found be- 
cause she can rely on 
highly efficient com- 
munist propaganda to 
distort and confuse 
public opinion. 

We of the West do 
not possess compar- 
able strength or or- 
ganization to meet 
Russia head on. It is 
just that we have 
made no concrete 
plans or taken definite 
steps to cope with the 
set-up which gives so 
much power to the 
Russian leaders. And 
yet, although we have 
known the facts all 
along—and the great 
danger inherent in the 
situation — we have 
not arrived at the 
basic essential—polit- 
ical unity. And under 
the influence and the 
unreason of a presi- 
dential election, we 
have permitted political expediency, conflicting inter- 
ests and an infantile kind of idealism to keep us from 
taking the first common sense step—that of designat- 
ing and outlawing the communists as a “Party of 
Foreign Agents” seeking to overthrow our govern- 
ment at the behest of another country. 

And as this were not enough — in the face of the 
dangerous crisis in which we find ourselves, Congress 
has continued to fumble regarding the only alterna- 
tive potent enough to stop the Russians — military 
preparedness. 

Continuing our inept handling of the situation, we 
have “written off” one country after another, so that 
with the rape of Czechoslovakia the Soviet Union has 
succeeded in extending its power over most of the old 
Austro-Hungarian Empire, and is now in a mad race 
to consolidate her gains sufficiently to enable her to 
act elsewhere, while the West licks its wounds in rue- 
ful bewilderment,—and the resulting fumbling and 
Indecision bodes no good for the future. 
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“THE LIGHTS ARE GOING OUT AGAIN” 





RUSSIA — IF — 


It is a tragedy that our Government should have 
been willing to write-off Czechoslovakia without a 
struggle, for that country was the only really demo- 
cratic state,—the only bulwark of western civilization 
in that part of the world. Instead, we should have 
moved heaven and earth to sustain this well knit 
entity of democracy and free enterprise. But, we did 
not even challenge Russia in the United Nations, or 
act to produce a stale- 
mate until such tinie 
as the Marshall Plan 
was put into opera- 
tion. 

As matters now 
stand, all Russia has 
to do to complete her 
subjugation of the 
people of Middle and 
Eastern Europe is to 
annex Vienna — the 
hub of the transporta- 
tion system which be- 
gins in Paris, to Ber- 
lin through Prague, to 
Belgrade and running 
to Istanbul. This 
seems likely to be the 
Kremlin’s next move. 


Stalin’s methods are 
clearly following the 
Hitlerian strategy. 
While clamoring for a 
deal with Finland, he 
is working undercover 
elsewhere in Vienna, 
Italy and France, — 
in the Middle East. 
And while we are haggling over aid to Greece, Turkey 
and China, his guerillas and his propaganda are keep- 
ing us busy scratching everywhere like a dog with 
fleas — and not prepared to cope with the situation 
anywhere. 

If we would settle a few things—appropriate the 
money necessary in Greece, Turkey and China—and 
put the Marshall Plan into operation, we could take 
time out to think this thing through to a logical con- 
clusion, instead of meeting every blow with a new ex- 
pedient. We could at least “put our fingers in the holes 
in the dyke” and keep the heavy seas of Soviet aggres- 
sion from coming in and swamping us. 

And speaking of the finger in the dyke, it seems like 
an impossible thing to withhold a mighty ocean—and 
yet it did, and the finger was only that of a little 
Dutch boy who acted instinctively. It seems that the 
reasoning of the men of the West has grown clumsy 
and involved—their thinking is based on logic with- 
out intuition—they seem (Please turn to page 675) 
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Significant Factors 
Affecting Security Trends 


WE BELIEVE: The narrow market range of recent weeks will not be 
maintained much longer. The technical indications as to the direction of 
the change are presently indecisive. The business outlook remains doubtful 
at best. The foreign uncertainties are formidable. There is no change in our 
cautious policy. Maintain substantial reserve buying power as advised. 


By A. T. MILLER 


& is apparent that the typical investor is in 

a “wait and see” mood, not bullish enough to buy 
stocks aggressively, not bearish enough to do much 
selling. The total buying and selling of all investors 
and speculators foots up to much under a million 
shares a day under present and recent conditions, and 
is pretty evenly balanced. Hence, all composite meas- 
ures of stock prices have fluctuated within an ex- 
tremely narrow range for the past three weeks or so. 
This flat spot follows about six weeks of sharp de- 
cline up to mid-February, on which the industrial 
average again closely tested the old bear-market low 
without breaking it. So far as the widely followed 
Dow industrials are concerned, this sort of thing has 


been going on for some 18 months, the chief differ- 
ence being that on this latest downside test the rail 
group met far better support than it had on the 
earlier tests. The now familiar range of “the Dow” 
is roughly 186-163. Declines having halted so many 
times within the 5-point range above 163, it is not 
hard to understand why selling again dried up there 
in February. For those with a selling program, if 
they are technically minded, the precentage in that 
immediate area is the “lay off,’’ with the idea of 
resuming sales on a rally or of dumping if the old 

low is broken. 
This leaves the initiative in the selling required to 
break the old low to other sources. Conceivably foreign 
liquidation, especially for Dutch and 
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French account, might do it, given 
absence of adequate domestic demand. 
Or, conceivably, the scales could be 
tipped by the selling of those who be- 
come increasingly convinced from 
what they see that the prospect for 
business and earnings is deflationary, 
and who do not think there is much 
chance that stock prices have already 
made allowance therefor. 
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The Technical Indications 


Obviously, the sidewise drift of the 
averages has to be a prelude either to 
some degree of rally pretty soon or to 
decisive downside action; for 5-point 
trading ranges just above a key sup- 
port level are most unlikely to be 
maintained for more than a very few 
weeks. For the moment, however, 
those seeking technical guidance will 
get more benefit out of a good detec 
tive story or a quick trip to Florida. 
There are no technical “indications” 
worth speaking of. There never are 
when the market consensus represents 
practically a matter of suspended 
judgment. 

It’can be noted that the undertone of 
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nary,} changes are still on the fa- 
muchf vorable side. 

ready} There are plenty of uncertainties in the picture, free purchasing power for hard goods. You can say 
and some symptoms which certainly raise questions that, in view of unsatisfied demands for durable 
about the future health of over-all business. But goods, and the effect of the Marshall program, the 
until deflation is actual, and hits the investor di- economic readjustment will be very mild and should 
rectly either in his own business, profession or job, be confined mainly to soft goods. 

of thefor through sharply reduced corporate earnings and We concede that this is possible, but it certainly 
ier tofadverse dividend changes, he is inclined in most seems risky and premature to bank on it. For one 
or tofcases to sit tight with his common stocks and hope thing, there never before has been a postwar infla- 
-point for the best. Under the circumstances now prevail- tion which was corrected easily and painlessly. Each 
y sup-fing, it is not surprising that there is no great pres- such deflation has begun in soft goods, especially 
to befsure, on the market; but its absence may have little, foods and primary farm commodities, and has 
y fewlif any, prophetic significance. We do not think there spread through the economy. Historical precedent 
vevel,fis much doubt that less favorable business condi- may not be controlling, but the record and the usual 
e willltions are developing, although it is impossible to functioning of the business cycle put a heavy burden 
detec-fforesee what the net impact will be. So far, since the of proof on those who confidently say that “this 
oridajmajor high was seen in stock prices in the late time it will be different.” 





tions'|spring of 1946, the market has had no downside For another thing, it should be remembered that 
or areltest except in a boom environment. The test of what the great majority of all people concerned with the 
esentsfit will do in a different environment is still ahead. stock market, including professional advisers and 


pended _It is easy enough to rationalize a case for the bull analysts, nearly always are inclined to give the bene- 

side. You can say that the correction begun in farm fit of the doubt to the hopeful side. The normal psy- 
one Ofand food prices is a good thing, since they were too chological pressures work that way. That is why the 
upportigreatly inflated and since some deflation here will business conditions of a 1929 or early 1937 seemed 
ore Imake for a better price balance in the economy and “fundamentally sound” to most of us until they 
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were conclusively demonstrated to be otherwise. 
Caution Carries No Risk 


We think the dangers involved in the normal 
human leaning to the optimistic side should be 
guarded against in the present situation. After all, 
we had a great four-year bull market preceding this 
bear market, and stocks are still at least medium 
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high by any yardstick. After all, we have had a long 
period of inflation and unusually “easy going” for 
business concerns. Considering this background, 
even minor symptoms of a change in the environ- 
ment should be of some concern. As a practical mat- 
ter, the risk of exaggerating their significance is 
probably much less than the risk which may be 
involved in lightly dismissing them. In fact, we 
strongly suspect that it involves no risk at all; for 
the uncertainties in the outlook appear clearly great 
enough to preclude any sustained advance in stock 
prices at present; and, even if the absolute low has 
been seen, to imply either further tests of it or a 
fairly extended period of dullness in which the mar- 
ket will drag along not far from bottom. That, we 
think, is to put the best light on it. There is a very 
real chance that the market has not seen its final 
low. 

The first tentative evidences of deterioration in 
the business picture have developed pretty much 
where they could readily have been forecast: in farm 
and food prices; in lines which had caught up with 
abnormal demands, such as tires, small radios, small 
electric motors; among marginal concerns here and 
there, and in the tone of the “gray,” or resale, 
markets. A number of the latter, notably as con- 
cerns chemical items and textiles previously in tight 
supply, have turned weak. There is a sudden spirit 
of caution among buyers all the way from the retail 
end to company purchasing agents. Stores find many 
things harder and slower to move. New houses do 
not sell as well as a few weeks ago. Commercial 
bankruptcies are increasing. Mortgage lenders are 
more choosey, at advanced interest rates. Banks are 
going slow on new loans, rechecking the risks in 
old ones. 

We doubt that the history of 1920-1921 will 
repeat, at least in degree. Nevertheless, the mani- 
festations cited, and others that could be cited, are 
generally similar to those which developed in 1920 
in the months preceding that year’s eventual busi- 
ness slump. Since there has been considerable to-do 
over a recent boost in some steel prices, it might be 
noted that at every turning point farm prices have 
broken early, steel and metal prices late. The final 
increase in the latter, both in 1920 and the winter 
of 1936-1937, were not at all prophetic. 

With the business outlook doubtful at best, we also 
have to contend with the political uncertainties of 
an election year, at their maximum until the Repub- 
lican candidate is known; and with a chronic foreign 
crisis more grave and complex, for obvious reasons, 
than this nation has ever faced before. Even war is 
not out of the question, and either war or a radi- 
cally increased defense program would put long-run 
budget and tax prospects under serious question. 

Can anyone feel confident where stock prices will 
be six months hence? Yet the tax odds, above the 
lower brackets, are prohibitively against buying ex- 
cept for retention periods of six months or longer. 
On the other hand, the market is not likely to do 
more than back and fill if the support is mainly 
short-term speculative demand. 

Graphed on this page are the net changes in our 
46 weekly stock-group indexes during the first two 
months of 1948. Only three show net gains. They 
are aircraft, air lines and gold mining, groups which 
often have diverged from the general trend. They 
rebounded from thoroughly deflated levels, the air- 
crafts responding to moves to step up the Govern- 
ment’s aircraft. (Please turn to page 665) 
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By E. A. 


S] he break in farm commodity prices that 
occurred a little over a month ago has brought about 
an abrupt change in business sentiment and the gen- 
eral economic weather. To many steeped in inflation- 
ary thinking, the realization that prices can turn 
downward was a distinct shock ; others were less sur- 
prised. With commodity markets getting their second 
wind, the first shock is now over but it has left us 
with the possibility that larger areas of the economy 
will ultimately become involved as the process of 
price correction spreads. The resultant caution in 
business policies may well prove one of the best bul- 
warks against a really severe setback. 

In the current debate about the outlook, shot 
through with dire predictions ranging anywhere 
from a moderate recession to a full-blown depression, 
two comparisons are frequent. One is with the price 
collapse of 1920, the other with the crash of 1929. 
But there are optimists, too. Their’s is the belief that 
the boom has still some way to go before reaching its 
peak and that the price break was no more than one 
of those periods of hesitation such as we had a year 
ago. Inflationary forces, they maintain, have not been 
routed but merely set back temporarily on a few 
weak and over-extended fronts. But those who thus 
argue are in the minority. By and large, optimism has 
given way to almost somber conservatism. 


Conflict of Opinions 


To the business man and investor, the welter of 
Opinions is necessarily confusing. Many will undoubt- 
edly recall that most predictions made since the war’s 
end went wrong, including a good many that 
seemed to have majority support. Commodity prices 
have been upset before, and then have quickly re- 
covered and moved to new highs. What prospect of 
repetition, they ask? Are we really facing a turn in 
MARCH 
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the business cycle? Is the price break a knock-out 
blow to the inflationary boom? Is the start of the 
long-heralded recession at hand? Today these ques- 
tions are in everybody’s mind and the fact that it is 
difficult at this stage to come forth with reliable 
answers only increases the dilemma. But what we can 
do is to analyze the forces at work and see what they 
add up to. 


Cause and Effect 


Let’s look first at the primary cause of the price 
break. If anything, it was long overdue, since farm 
prices were by far the most inflated and way out of 
line with other prices. Many expected such a break a 
year ago. If, in spite of a period of hesitation, it did 
not materialize, this was due to underestimation of 
European requirements because of poor crops and 
lagging recovery, to our own partial corn crop failure 
and an uncertain outlook for other important grain 
crops. Aided by heavy worldwide demand, by Gov- 
ernment farm price policies, by growing speculation, 
by heavy relief buying, and last but not least, by 
farmer hoarding of grains to lessen taxes and obtain 
still higher prices, farm commodities rose to extra- 
ordinary heights, a development that in itself carries 
the seeds of severe correction as soon as a change in 
basic conditions is indicated. 

Such indications appeared a few months ago. The 
world crop outlook, including that of Europe, looked 
greatly improved, as were prospects for our domestic 
wheat crop which only last autumn seemed at best 
mediocre. Suddenly aware of a possible radical shift 
in the demand-supply equation, grain markets re- 
acted violently from their stratospheric levels, drag- 
ging down other staples. It was a logical sequence, 
but with its widening repercussions it was also a 
dramatic warning that our boom is vulnerable and 
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by no means punctureproof. It revealed above all that 
relentless economic forces in the long run prevail 
over artificial influences as well as over political ex- 
pediencies which likewise had their part in the un- 
precedented price boom of agricultural commodities. 


Uncertainty to Continue 


Many today still feel, however, that the break that 
occurred is not sufficient evidence on which to base 
predictions of future economic deterioration, be it 
recession or depression. Farm prices have been un- 
realistically high and the drop could be no more than 
a natural price adjustment. So far it seems to be just 
that. Farm commodities have stabilized at their lower 
levels without further signs of weakness though 
the market remains uneasy and highly volatile. Few 
will dispute that in all probability they have passed 
their peak. Whether they go lower, and how much, 
depends in the last analysis on the size of the 1948 
crops (some of which not yet planted in this coun- 
try), and adverse growing weather could still check 
the decline, just as Government price supports will 
be a vital factor in preventing drastic downturns. In 
other words, the situation is one of uncertainty that 
will only resolve itself as the season advances. 

But this uncertainty is having important reper- 
cussions. From a business standpoint, it would seem, 
its psychological effect is far more severe than the 
price break itself has been. Business sentiment has 
been distinctly jolted and the widening effects of this 
could be far more conducive to recessionary develop- 
ments than the correction of a top-heavy farm price 
structure—the latter in itself salutary and making 
for greater stability all around. What business cur- 
rently suffers from most is fear of a recession rather 
than any concrete evidence of it, taken from an over- 
all viewpoint. Industrial activity has remained at 
peak levels. Employment is high and so are profits. 
The cost of living has hardly gone down; food prices 
since the break have dropped only about 3% to 4% 
on an average. Wages have not dropped but are tend- 
ing upwards. Purchasing power remains large, and 
so does consumer demand. The backbone of price in- 
flation may have been broken, but so far at least there 


is no evidence of an impending price collapse with 
resultant drastic economic repercussions. 

As against this, business sentiment has become ex- 
tremely cautious and with it business policies; and 
it is the very change in policies that may and prob- 


ably will speed the corrective movement now under | 


way. Strangely, something similar happened last year 
when following favorable crop reports, farm prices 
declined, business drifted downward, building activi- 
ity slackened, and when in general there were indica- 
tions that a moderate recession was under way. Crop 
failures here and abroad reversed the trend, giving 
the inflation spiral another turn. However, the bet- 
ting this time is: “This is it.” 

Hence business finds itself in a danger zone where 
commitments become increasingly hazardous, for 
when prices fall, inventory values shrink and profits 
melt. Breakeven points are high so that in many 
cases even a 15% decline in volume might wipe out 
pretax profits. No wonder, business is becoming hesi- 
tant. A 15% volume drop, from current high levels, 
is not a particularly severe setback, yet the impact on 
earnings could be painful. Realizing this, business 
is taking in sail, is reducing commitments, reducing 
costs, cutting down inventories and generally clear- 
ing the decks for a blow. This very action, if wide- 
spread enough, in itself argues forcefully for at least 
some drop in general activity regardless of whether 
the blow comes or not, whether it is severe or not. 


No Depression in Sight 


But fears that the tremors now running through 
the economy foreshadow a real depression can be dis- 
counted heavily. The edge may be off the boom, for 
a change in direction in one area is certain to affect 
others and major reversals in farm prices have al- 
ways had incisive repercussions. Usually they meant 
a cyclical change. Yet comparisons with 1929 ap- 
pear singularly lacking any solid basis. During the 
depression beginning in 1929, business activity fell 
some 50% over a four-year period and there seems 
not even a remote chance of a repetition today. Basic 
conditions differ radically. 

Back in 1929, business had fully met the pent-up 








rae DISPARITIES IN INDUSTRIAL OUTPUT lees, 








PER CENT CHANGE, AVG. (935-39 TO DEC. 1947 


MACHINERY 
CHEMICAL PRODUCTS 
DURABLE MANUFACTURES 
IRON & STEEL 

AUTOMOBILES 

PETROLEUM & COAL PRODUCTS * 

TOTAL MANUFACTURES 

TOTAL INDUSTRIAL PRODUCTION 

NONDURABLE MANUFACTURES 

TEXTILES & PRODUCTS 

PAPER & PRODUCTS*® 

MINERALS 

ff Lumeer & PRooucTS 

MANUFACTURED FOOD PRODUCTS fF: 

LEATHER & PRODUCTS# 

METAL MINING ® 


+100 


° +50 +150 


SNOVEMBER FIGURES 








#200 


PER CENT CHANGE ,JUNE 1946 TO DEC. 1947 


METAL MINING * Eee 
IRON & STEEL x 
AUTOMOBILES 

MACHINERY 

DURABLE MANUFACTURES 
PETROLEUM & COAL PRODUCTS * 
LUMBER & PRODUCTS 

PAPER & PRODUCTS*® 

TOTAL MANUFACTURES 

TOTAL INDUSTRIAL PRODUCTION 
MINERALS 

MANUFACTURED FOOD PRODUCTS 
NONDURABLE MANUFACTURES 
CHEMICAL PRODUCTS 

TEXTILES & PRODUCTS 
LEATHER & PRODUCTS * 











‘,  Seeo NUL oOo] 7 


-50 


+ 
1] 
°o 








#NOVEMBER FIGURES 





630 


THE MAGAZINE OF WALL STREET 


ness 
that 
disa: 

In 
depr 
Any 
then. 
whil 
man 
of re 
the e 
now | 
one « 
abilit 


Th 
whicl 
I pri 
what 
ences 
trial 
modit 
befor 
but n 
cost « 
today 

For 
tively 
IT has 
conflic 
been s 
have | 
ing uy 
today 
been n 
uals, | 
Farme 
especi: 
of liqu 
saving 


MARC 








vith 


. X= 
and 
rob- 
der 
year 
ices 
tivi- 
jica- 
Yop 
ving 
bet- 


here 
for 
ofits 
any 
out 
1eSi- 
vels, 
t on 
ness 
cing 
lear- 
yide- 
least 
ther 
tt. 


ough 
» dis- 
, for 
ffect 
e al- 
leant 
) ap- 
y the 
r fell 
eems 
Basic 


nt-up 








REET 





demand inherited from World War I and was rid- 
ing along on borrowed money, which gave out. Today 
the backlog of demand is still perhaps the greatest 
on record, and there is no credit strain. In the Twen- 
ties’, the housing shortage had been met as early as 
1927, well ahead of the culmination of the boom, and 
the falling off in the building industry was a potent 
factor in the collapse of 1929. Today, building poten- 
tials have barely been scratched and the housing 
shortage is severe. There is every reason to believe 
that lower prices will stimulate, not retard, future 
building activity. 


Other Positive Factors 


Also in 1929, due to completion of postwar expan- 
sion and stimulation of industry, there was a meas- 
urable amount of unemployment. Today there is vir- 
tually none, and postwar industrial expansion has 
still some way to go. In 1929, agriculture was a 
cruelly depressed industry while today it is prosper- 
ous, and strongly buttressed. Farm prices still can 
go down a good deal without jeopardizing farm pros- 
perity. 

And finally in 1929, sentiment was strongly boom- 
minded while just the opposite is the case now. In 
the late Twenties’, public psychology was one of great 
popular illusion, with mass optimism about indefinite 
high prosperity shared by no few business leaders. 
Against this we have today anti-inflation minded- 
ness, even recession fear psychology, a state of mind 
that is perhaps the best buttress against economic 
disaster and disappointment. 

In short, economic history holds no record of a 
depression under conditions such as they exist today. 
Any comparison with 1929 is clearly unrealistic. For 
then, also, there was overproduction in many lines 
while now there is unprecedented worldwide de- 
mand. Then, installment buying accounted for 12% 
of retail sales while now it is only about 6%. Then, 
the economy was subject to sharp fluctuations while 
now it holds many elements of greater basic stability, 
one of them being the strength of labor and their 
ability to do much to keep power puchasing up. 


The Ghost of 1920 


There is, also, the ghost of 1920, resurrection of 
which was inevitable, for in that year the post-World 
I price boom burst with a bang. It affords a some- 
what better parallel but there are important differ- 
ences in surrounding conditions. In 1920-21, indus- 
trial production declined 33% and wholesale com- 
modity prices dropped 45% from their 1920 peaks 
before turning around. Wage rates declined sharply 
but not nearly as much as prices, nor as much as the 
cost of living. No comparable decline is indicated 
today. 

For one, the world’s material deficiencies are rela- 
tively much greater now than then, since World War 
II has been a longer, far more destructive and global 
conflict; and foreign food production this time has 
been slower to recover. Also today, while food prices 
have begun to come down at last, wage rates are hold- 
ing up or even tending higher. Moreover business 
today is relatively less over-extended as caution has 
been more prevalent. The money position of individ- 
uals, business and banks is sounder than in 1920. 
Farmers as a group are in much stronger position, 
especially in respect to indebtedness but also in terms 
of liquid assets. The consuming public has greater 
savings, higher income, fewer debts, and employ- 
MARCH 
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ment continues near peak levels. A moderate drop, 
as might readily occur in a corrective period, would 
be far from disastrous. 

Also whereas in 1920 nature was allowed to take 
its course, today in the event of a business decline 
there will be unemployment compensation and other 
relief that will help shore up purchasing power. In 
other words, cushions will be available to soften the 
impact of any recessionary tendency. For instance in 
1920, there was no Government price support pro- 
viding a price floor for farm commodities. Today 
there is. There was no Eureopean Recovery Program 
to bolster the economy. Today there is. On balance, 
in short, it appears quite unlikely that we shall wit- 
ness a repetition of the experience of 1920-1921. 

A repetition would bring the FRB Industrial Pro- 
duction Index down from its current peak of 192 to 
about 130, an improbable prospect. During 1920-22, 
the BLS Wholesale Price Index fell from the 1920 
peak of 167.2 to a low of 91.4 in January 1922. Dur- 
ing the current boom, the index reached a high of 
165.5 on January 17, 1948; at present it is around 
159. Even in the event that we shall have a real price 
adjustment, few under today’s conditions envisage a 
fall from the peak of more than 15% to 20% which 
would bring the index down to a point between 132 
and 141. This would be a far cry from the 1922 low 
of 91.4. Such expectation naturally presupposes that 
there will be no panicky action on the part of busi- 
ness that may cause the corrective movement to go to 
extremes, out of all proportion to the situation. Hence 
the importance of business psychology; at this stage 
and in the near future, it may be more potent a factor 
that the actual impact of price correction. 


Orderly Price Adjustment 


If on basis of sober analysis, we are inclined to 
deny the possibility of a repetition of either 1929 or 
1920-21, what then are we to expect? In all prob- 
ability an orderly price adjustment starting with, 
and centering on, prices that are most out of line. 
Farm prices were most prominent in this category; 
they were the first to develop an “airpocket.” A cor- 
rective movement of this sort is to be welcomed; 
and it is certainly in our interest to have it occur now 
than at some later date in far more drastic form. 

But even if salutary, it is also bound to be painful 
in some areas of the economy, for price correction 
will always uncover some over-extension in inven- 
tories and other unwise practices. Thus in the process 
of adjustment there will be some dislocations, most 
likely accompanied by a temporary increase in unem- 
ployment, but dislocations may not be great though 
the corrective process may run anywhere from six 
to twelve months before balance is reached and re- 
covery begins. Depending on circumstances condi- 
tioned importantly by the attitude of business and 
labor, it may be of relatively short duration, paving 
the way for an era of good business. 

In the recent past we already had indications that 
piece-meal correction can go on without upsetting 
our economy. Readjustments have been taking place 
in a number of industries, such as radio, tires, wo- 
men’s wear, light electrical appliances, and others 
will undoubtedly follow. To the extent that such 
piece-meal adjustments are achieved, any downturn 
in business, when it comes, should be less severe and 
of shorter duration. 

Some elements of danger of course remain, and 
they contribute in no small (Pléase turn to page 675) 
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YEAR-END STATEMENTS 
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FOR 1948 


PART II 
By J. C. Clifford 


Fite: 1947 annual reports have come to 
hand to establish beyond the least doubt that cor- 
porate net earnings last year broke all historical 
records, and by a wide margin at that. This makes 
the second year in a row that industry has achieved 
a new peak for profits. So many varying factors 
have influenced last year’s progress by different 
forms of enterprise and by individual concerns that 
the picture now assumes unusual significance. 
Trends have developed or are in the making, in com- 
paring year to year balance sheets, earnings and 
managerial comments, that will be of decided inter- 
est to investors attempting to visualize what may be 
ahead. 

The Department of Commerce has estimated in a 
preliminary statement that total net corporate prof- 
tis after taxes in 1947 reached a spectacular high of 
around $16.9 billion, after allowing for $11.1 billion 
to pay the Federal, State and local tax collectors. 
Such earnings would exceed the showing of $12.5 





. billion for 1946 by 
36%. It should be real- 
ized, however, that no 
steady uptrend in 
profits during last 
year brought the total 
up to the height at- 
tained. As a matter of 
fact, the annual rate 
of net earnings real- 
ized in the first quar- 
ter of 1947 was $17.4 
billion, but dipped to 
$16.6 billion in the 
two following interim 
periods, pushing up- 
wards to $16.8 billion 
in the final quarter. 


facturers fared rather 
better than distribu- 
tors last year, and 
with producers of 
hard goods outdistanc- 
ing some groups man- 
ufacturing non-dura- 
bles. In other words, progress by the steel industry 
was almost uniformly excellent, and many concerns 
making autmobiles, accessories, radios, refrigera- 
tors, machinery and other metal products reported 
all time record peacetime earnings. 





Other Examples 


Some of the textile manufacturers, on the other 
hand, experienced a moderate decline in net earn- 
ings and while reports by retailers for the fiscal year 
ended January 31 have only begun to appear, it is 
considered pretty certain that most of them will 
reveal a downtrend in net. Although the meat pack- 
ers had a splendid year, many large food processors 
reported lower earnings, particularly in the bakery 
division. As for the chemical industry, sharp gains 
by some producers of industrial chemicals con- 
trasted with a lower level of profits for some in the 
pharmaceutical group. 


In general, manu- [ 

























































































Comparative Earnings and Operating Data of Selected Companies | 
Net Sales—$ Million Operating Margin Net Per Share 1947 Quarterly Net Per Share—— | 
1947 1946 1947 1946 1947 1946 Ist 2nd 3rd 4th | 
Alpha Portland Cement................ $15.4 $13.1 18.8% 19.2% $3.06 $2.72 Not Reported | 
Ambticon tobecto 819.6 764.1 7.6 7.1 5.70 5.96 1.53 1.39 139 1390 
Barnsdall Oil 24.4 17.0 $3.0 53.0 4.10 2.30 $ .75 $ .99 $1.09 $1.27 l 
Bethlehem Steel 1,032.3 787.7 8.1 D7 4.98 3.93 1.61 1.20 -96 1.21 
Bigelow-Sanford Carpet ................. 62.8 39.2 10.2 5.6 10.64 3.53 1.51 3.01 3.15 297 
Chain Belt ......... 24.3 13.3 18.2 6.7 5.35 1.46 89 1.22 91 2.33 
Congoleum-Nairn ee een 45.7 24.5 20.0 14.2 4.55 1.89 2.05 2.50 
Eaton ‘Mfg. ...... 99.6 66.5 12.8 7.6 8.34 4.02 2.01 1.90 2.31 ZAZ 
Goodrich, B. F. ......... 410.2 361.4 12.0 15.0 16.18 17.69 7.82 8.36 
Houston Oil 13.5 10.9 42.0 34.0 3.68 2.08 80 74 84 1.30 | 
Monsanto Chemical 143.4 99.6 18.3 15.4 3.59 yee Hf 1.20 1.04 2 .63 
National Biscuit ................. 263.9 220.2 14.3 13.0 3.37 2.45 1.01 83 69 84 
Radio Corp. of America... 312.6 236.1 9.5 6.2 1.13 56 .28 .24 tg 42 | 
Union Carbide & Carbon... 521.8 414.9 22.0 21.5 7.98 6.11 2.05 1.80 1.98 2.15 | 
Walworth 37.6 28.4 10.6 7.0 1.71 1.25 Al 30 46 54 | 
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by These divergent trends partly reflect the degree 1946 has reached a point with some concerns where 
eal- of rapidity with which the various industries have a price decline of 10% during the current year could 
- no approached a balance of supply with demand or, in be absorbed without cutting into 1948 earnings, but 
in the case of the retailers, have readjusted inven- this does not leave managements feeling any too 
last tories. In the race to maintain ample profit margins comfortable at that, particularly as applied to cer- 
otal in the face of rising costs, also, numerous concerns tain manufacturers. Proctor & Gamble, for example, 
at- last year pushed their prices up and thus achieved has cautioned its stockholders that the price vola- 
r of substantial earnings gains while the going was good. a of = and oils has — we oven Os 
of inventory reserves now totalling well over 
a . Abnormal aaaanal d Profits i million, and that it is not impossible that the full. 
ea One important aspect is that about 297% of the amount might have to be utilized later on. _ 
17.4 $16.9 billion net earnings piled up last year are be- _ Qn an appended table we present statistics bear- 
1 to | lieved to have represented abnormal profits from ing upon 20 selected concerns in order to visualize 
the inflated inventory valuations. Net earnings of this changes that have occured in the composition of 
rim | Character form an illusive base upon which to ap- their current assets and liabilities in 1947 compared 
up- | Praise the true earning capacity of any concern un- with the previous year. A study of these figures 
ices der normal operating conditions, for should prices should prove interesting to our readers, for they 
decline, they might rapidly evaporate. More than reflect more than one important trend that has been 
anu} One large concern, conversely, shifted in 1947 to shaping up. ae ao 
repeal policies where last-in-first-out |LIFO) were first em- In the majority of cases it will be seen that cur- 
tina: ployed, often resulting in substantially lower inven- rent ratios have tended to narrow last year, al- 
oul tory valuations and an understatement of net though in every instance the position is still entirely 
of earnings. ; : ee sound. That current liabilities have climbed some- 
i In regard to the status of inventories, as indicated what faster that current assets is understandable in 
nan-}| by, 1947 balance sheets, we refer our readers to a view of large outlays for new plants and equipment 
mond detailed discussion of this subject in a special article last year. With few exceptions, cash assets have 
stry | 2PPearing in the current number of our Magazine. shrunken compared with a year ago, as a percentage 
erns} rom this will be noted that, by and large, the rela- of total current assets. On the other hand both in- 
era. tionship of inventories to sales still reveals conserv- ventory and accounts receivable have expanded per- 
rted | ative ratio compared with prewar. Additionally, nu- centagewise in general. The broad rise in volume 
merous large concerns vulnerable to potential price and the higher priced inventories carried account 
drops have set aside large reserves to provide in the main for the changes just mentioned. 
against this contingency, before reporting final net = More than half of the concerns listed on our table 
earnings to their shareholders. _ reported a decline in working capital last year, but 
ther Accumlation of these reserves last year and in here again expansion (Please turn to page 668) 
arn- 
year ‘ r 
it is Comparative Balance Sheet Items of Selected Companies 
will} || . Current | 
pack- | Payables Net 
ssors Current Cash Current as , of Current | 
kery Assets Assets Inventories Receivables Liabilities Current Assets Current | 
rains ($ Million) | —As Per Cent of Current Assets— $ Million) Liabilities ($ Million) Ratio | 
| Alpha Portland Cement . 1947 $ 9.9 76.0% 16.0% 5.8% $ 1.0 56.0% $ 8.9 92 | 
con- | 1946 10.6 80.0 14.2 3.8 1.7 29.0 8.8 6.2 | 
n the | Barnsdall Oi ....... 1947 17.2 60.0 11.8 26.0 5.4 55.0 11.8 32 | 
| 1946 12.3 67.0 8.3 26.0 3.2 66.0 9.1 3.8 | 
| Bethlehem Steel ....... cn 1947 486.0 43.7 33.8 14.7 — 195.9 25.8 290.1 25 | 
— | 1946 482.2 53.0 31.8 10.8 150.3 25.6 331.8 32 =| 
| Chain Belt... 1947 11.5 17.4 55.0 21.0 45 20.0 7.0 2.6 | 
—_ 1946 8.8 23.0 50.0 21.6 2.9 25.0 5.9 3.0 
Congoleum-Nairn 1947 20.4 37.7 48.8 13.8 5.7 31.6 14.7 3.6 
os 1946 18.8 51.7 37.9 9.6 3.4 56.0 54 5.5 _| 
—— I sg sce a 1947 33.5 36.8 37.5 25.6 13.5 40.0 20.1 i? oe 
—_| 1946 29.1 40.3 36.5 23.3 7.7 49.5 21.4 3.8 | 
1.39 | Goodrich, B. F. . 1947 165.7 15.0 54.0 32.0 _ 35.0 87.0 130.7 4.7 | 
vas 1946 146.7 15.8 54.0 31.0 33.4 98.0 113.3 44 | 
a | Houston Oil . 1947 9.9 69.0 13.2 18.2 2.7 41.0 7.2 37 | 
1.21 | 1946 7.1 66.0 14.0 18.4 1.8 40.0 . 20] 
297 | Monsanto Chemical . 1947 60.2 24.0 45.0 31.0 21.4 61.0 38.7 3.0 
aaa 1946 73.5 56.0 16.2 19.4 12.2 75.0 61.3 3.8 
——— National Biscuit oo 1947 96.8 48.0 44.0 7.0 28.8 24.0 68.0 3.4 
1946 84.3 51.0 41.0 8.0 21.7 29.0 62.6 3.9 
Radio Corp. of America. 1947 142.9 27.0 43.4 30.2 63.1 61.0 79.7 a3 
1946 128.7 25.7 43.5 28.5 54.0 66.0 74.7 2.4 
Union Carbide & Carbon 1947 378.4 26.6 29.5 17.4 102.6 27.6 275.8 3.7 
1946 256.9 44.0 35.5 20.0 80.3 27.8 176.6 3.2 
WO 20.0 60.0 19.0 44 27.3 10.8 3.5 
| 1946 13.8 13.8 62.0 22.5 2.9 33.0 10.9 4.7 
American TObdC0 wcccncnnnnnnnn, 1947 5393 3.6 90.0 6.5 172.5 5.2 366.7 3.1 
1946 453.4 3.9 90.0 62 134.7 8.6 318.6 3.4 
Bigelow-Sanford Carpet oo... 1947 30.6 21.0 56.8 23.3 5.7 56.0 24.8 5.4 
1946 26.8 22.0 58.4 19.0 3.4 59.0 23.4 7.9 
REET MARCH 13, 1948 633 





Is Fear of 
Inventory 
Losses 


Overdone? 


By 
WARD GATES 


yy he recent decline of commodity 
prices, widely believed to be the 
forerunner of a general downward 
adjustment of our price structure, 
is creating a good deal of uneasiness 
about the inventory position of 
American business. It is realized that the future 
course of business may importantly depend on what 
happens to inventories, quite apart from possible 
losses that may have to be sustained in the event of 
further price declines that already have skimmed 
some of the cream from inventory assets of concerns 
that process farm commodities. 

For this reason, inventory and buying policies have 
become quite important. Should inventory accumula- 
tion stop, this would automatically introduce an ele- 
ment of weakness into the price structure in many 
directions, and any further price weakness in turn 
would naturally increase the danger of inventory 
losses. It is not surprising, therefore, that manage- 
ment is not only anxious to 





Declining prices make for increased inventory risk, but busi- 
ness on the whole has prepared against it and is well forti- 
fied with safeguards that should minimize any loss potential 


high of over $42 billion compared with some $28 
billion at the end of 1945. All this raises the ques- 
tion: Just how vulnerable is business to the danger 
of inventory losses? 

Any inventory of the size indicated implies of 
course a good deal of risk. The‘loss potential won’t 
be great as long as price reaction is confined to 
farm commodities though their processors naturally 
are tensely watching further price developments. 
But should price declines spread to industrial raw 
materials, implications would be far more serious. 
Any resultant dumping of inventories were bound 
to have a snowballing effect pricewise; it would not 
only put a quick end to the postwar boom but also 
lead to sizeable losses. If 








foresee how much of a down- 


ward trend may develop but 
also to take whatever steps 
may be necessary to mini- 
mize the inventory risk 
which, it seems, is today’s 
prime bugaboo in business 
thinking. 

There is good reason for 
this. Business is mindful of 
the fact that past inventory 
losses have often been quite 
severe. In 1920 and in the 
early 1930s, they ran to 
several billions of dollars a 
year. What’s more, inven- 
tories have expanded enor- 
mously since the war’s 
end and last November 
stood at a new postwar 


634 




















business were to decide on 

Comparative Position of Manufacturers’ only partial liquidation of 
Inventories and Sales inventories, they could hit 

($ millions) the markets hard. Suspen- 

Beginning End of sion of inventory buying, 

1947 __ of Year —% —Year*®* = %_ due to nervousness over 

Total Inventories $20,259 100% $23,714 100% price trends or in anticipa- 
Purchased Materials 9,604 48 10,412 44 tion of a business decline, 
Goods in Process... 4,773 23 5,755 24 rould h smilar effect 

Finished Goods .... 5,882 29 7,547 32 would have a simuar elec ; 
Monthly Sales... $12,849 $14,624 And there is plenty o 

Ratio Inventories to Sales 1.6 1.6 evidence that inventory 

mee policies have become quite 

Total Inventories $8,926 100% $9,632 100% conservative of late. Requi- 

Finished Goods 3,959 44 3,903 40 sitions are being carefully 

Materials and Goods screened to secure strict con- 

in Process ..................... 4,967 56 5,729 60 trol over stocks on hand. A 

Average Monthly Sales.. $3,930 $3,930 shorter range is dictated by 

Ratio Inventories to Sales 2.2 2.4 price uncertainties with 

Source: Department of Commerce. *—November 1947. forward buying confined to 

90 days requirements or, 
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preferably, less. This amounts more or less to a 
“hand-to-mouth” basis and even a sixty days cover- 
age is becoming increasingly desirable. In short, 
extreme caution is being exercised but that’s all it 
is. There are no signs of panic whatsoever and for 
this, too, there are good reasons which we shall dis- 
cuss presently. 


But first let’s analyze the inventory trend since 
the end of the war, and the present status, and I 
might as well begin by stating that most of the rise 
in inventories that has occurred reflects price infla- 
tion. Whereas, since VJ-Day, total business inven- 
tories have risen some 57%, prices have advanced 
52%. Physical stocks therefore are not nearly as 
large as dollar figures indicate. In fact the primary 
danger in the current inventory situation is the 
inflated cost of goods rather than any excessive rise 
in physical volume. The latter is actually not only 
not out of line with current sales, but the ratio 
between the two is substantially smaller than in 
prewar years. 


Not All Situated Alike 


For some months now, repeated warnings of 
the danger of excessive inventories have led 
generally to fairly conservative inventory poli- 
cies though this does not mean that all firms 
or all lines of business are equally well situated. 
There are the usual variations but the overall 
picture appears fairly sound in relation to present- 
day and prospective business. Adjusted for price 
changes, for instance, manufacturers’ inventories 
are only about 25% above 1939 while sales have 
increased far more drastically in most cases. Stocks 
of wholesalers are up about 15% and those of re- 
tailers only about 7%. These increases look far from 
alarming when viewed in the light of cur- 


extension on top of the large and widely publicized 
1946 increase, and by the feeling that the high 
volume of exports was not likely to continue. More- 
over, the temporary stabilization of prices in the 
second quarter removed the stimulus to forward 
purchasing. As a result of ail this, inventories rose 
very little during the second quarter. 

After mid-year, however, the stage was set for 
a new but more moderate upswing by the change 
in business tempo that then occurred, with the up- 
ward trend influenced in no small measure by the 
general renewal of the price rise. The peak was 
reached in November. Overall business inventories 
fell some $640 million in December as the Christmas 
decline in retail stocks more than offset further in- 
creases in the holdings of manufacturers and whole- 
salers. Retailers were the only group to cut their 
holdings of both soft and hard goods. Manufacturers 
and wholesalers ended the last month of the year 
with larger stocks of hard goods but smaller stocks 
of soft goods. 

A breakdown of business inventories during the 
last few months of 1947 is given in the accompany- 
ing tabulation based on Department of Commerce 
figures. They show that wholesalers entered the new 
year with the largest stocks they ever had, some 
$7.37 billion compared with $5.9 billion at the end 
of 1946. Manufacturers’ holdings were $23.7 billion, 
indicating a rise of $3.4 billion for the vear, against 
a $4 billion rise in 1946. Retail stocks were $10 
billion compared with $8.7 billion in December 1946. 
Of the three categories, wholesale inventories are 
regarded perhaps the most vulnerable, should re- 
tail demand fall off. Apparently, in many lines, they 
are big enough to fill retail orders with little or no 
delay. 

Manufacturers’ inventories 
tending to level off but 


during 1947 were 
(Please turn to page 658) 





rent demand and overall industrial activity. 
3ut the rise in commercial loans—many for 
inventory purposes—also attests to the 
strain that inventory accumulation at cur- 
rent prices has put on working capital in 20 
many cases. 

At the end of 1947, inventories of manu- 
facturers, wholesalers and retailers had in- 
creased about 20% over the 1946 year-end 
level. After allowance for rising prices, it 
is estimated that actual inventory growth 
amounted to about $1-1/3 billion as com- 
pared with nearly $4 billion the year 
before. This plainly reflects the more con- 
servative inventory policies which were 
followed during a large part of last year. 





Last Year’s Trend 


At the end of 1946, several influences 
were still operating to maintain a high 
rate of inventory accumulation. Balance in 
the composition of physical stocks had not 
yet been attained ; many items were in short 
supply and steadily rising prices helped 
maintain the upward pressure on inven- 
tories—both factors that were diminishing 
in force as deliveries became more regular. 
At the same time, business policy was in- 
fluenced in the first quarter last year by a 
slackening of sales in some lines, by wide- 
spread warnings against inventory over- 
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By E. K. T. 


DISTILLERS, accused by congress members of failure 
to practice the principle they preach—moderation 
—have drawn the penalty of further controls. The 
new order extends through Oct. 31, may be carried 





WASHINGTON SEES: 


Bureau of Labor Statistics (a misnomer, since its 
data usually report cost-of-living rather than pay- 
rolls) is headed for the country’s first pages. 


Its summaries of food prices are under critical 
scrutiny on Capitol Hill and elsewhere. One Wash- 
ington listening post for many of the nation’s lead- 
ing food producers and distributors ruffled the staid 
statistical bureau by reporting to his clientele that 
the data ‘‘are as phony as a $3 bill,” and he went 
on with this inference: 


“Stories in the papers recently are that the unions 
are starting their annual move for another round of 
wage increases. BLS would not want to embarrass 
them in these efforts!” 


Crux of the dispute is the fact that BLS has been 
reporting miniscule drops in retail food prices 
whereas chain stores in their advertisements—at 
least in Washington—show larger percentage re- 
duction. Naturally the government agency reports 
buttress unioneers, arguments for added cost-of- 
living raises. But their spokesmen are not following 
a standard script. In some quarters BLS findings 
are being paraded as conclusive proofs; in others, 
argument is being made that prices are being 
lowered only for the busy period of contract nego- 
tiations now setting in, will be readjusted upward 
later. 
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beyond that point. Behind the decision was the find- 
ing that diversion of grain to production of alcohol 
was running at the rate of 6.2 million bushels a 
month, against 2.5 million bushels allowed in Jan- 
uary. Best advice congress could obtain from state 
and agricultural departments was to the effect that 
increased food supplies will not materialize until 
after mid-year. Distillers complaint that they are 
being discriminated against and that other grain 
users should be controlled also isn’t carrying weight. 
The abuses are not found elsewhere. 

CONGRESS can be expected to crack down on pay- 
ments for veterans education—after the next elec- 
tion, and regardless of which party is the winner. 


. There will be no corrective measures in the current 


session. Political recrimination might be quick, and 
severe. Bureau of the Budget studies show 200 mil- 
lion dollars of educational benefits are being poured 
into “hobbies’”—sport flying and ballroom dancing, 
90 per cent of which is regarded unjustified. Vet- 
eran organizations are girding for a fight on the 
theory that the GI’s should be privileged to select 
their own types of “education” but congressmen 
are determined, next year, to establish relationship 
between cost and benefits. 

CLAIM that anti-union business men are ‘“Commu- 
nist Allies” and are plotting a course of destruction 
of unions and setting up company guilds in their 
place is being widely circulated by the Machinists 
Union and may become a means of rallying some 
votes against congressional supporters of the Taft- 
Hartley Law. In the meantime, however, lawmakers 
of both parties who indorsed the T-H Act have been 
assured by their own headquarters and by an in- 
dependent survey that there is almost no chance of 
any sitting legislator being ousted solely on this 
ground. The usual campaign mortalities are to be 
expected but the preview is consoling to scores who 
had been jittery. 

SHELVING of the St. Lawrence Waterway project 
by senate action recommitting it “for study” marks 
the opening of the mopping up process which con- 
gress launches with passage of the half-way mark 
in a session. Universal Military Training is sched- 
uled to be next and the brushoff of many other con- 


“A Re Ee mR : 
troversial measures can be expected in March. 
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Up on Capitol Hill they're already referring to 
him as "Mr. President,'' and Senator Arthur H. Vandenburg 
of Michigan, hasn't knocked anyone down as yet for making 
the not-too-subtle suggestion. His friends have analyzed 
his disavowal statements of the past and have told him there 
is nothing inconsistent in letting it be known that he is 
receptive to the idea of running as top man on the GOP ticket. 

















Increasing proofs that Gov. Thomas E. Dewey and 
Senator Robert A. Taft are slowly strangling each other's 
nomination chances has sharpened Vandenburg's interest. | 
He knows he'll fall heir to most of Dewey's strength in the 
event of deadlock. Taft probably would toss his ina 
different direction. Even in the senate there are petty 
jealousies and the Ohioan is‘*not immune to that weakness! _ 




















Odd part of the nomination sweepstakes is the | 
fact that prospective candidate strength seems to be in opposite proportion to eagerness 
of the personality. General Dwight D. Eisenhower, who would have no part of nomination 
on either ticket, could have selected the one he preferred and win the nomination — if 
polls can be believed. Vandenberg has not exactly said no, but he hasn't said yes. And 




















Another facet of the political picture that hasn't been completely polished 
as yet, shows the republicans with a "southern revolt.'' President Truman hasn't 
exclusiveness in that regard. The civil rights legislation could be the undoing of Truman 
- and of Taft! Texans are leading the rebellion and they're tossing angry looks in 
direction of Taft for his eSpousal of the hated FEPC, anti-lynching, anti-poll-tax 
bills. Unfortunately for the Ohio senator, his delegate strength is largely concentrated 






































working out its grievances from within. And he hopes a firm stand for the human rights 
bills will cement the large-city Negro vote behind him. 





When Boss Ed Flynn lost the Bronx congressional district to an American Labor 
Party candidate, headquarters analysts immediately set to work. After disposing of the 
protest springing from the Administration's lack of action on the Palestine situation, 
they came up with the Negro vote disaffection as the next important cause. President 
Truman promptly took a vacation trip - to the virtually all-Negro populated Virgin 
Islands! 























Any hope that southern governors might have entertained of causing the 
President to make a politically suicidal switch from his declared policy on the civil 
rights bills was dashed by Committee Chairman J. Harold McGrath. They asked the chairman 
six carefully prepared questions. They received no for the answer six times. 





























Congress will sidestep the equal pay issue raised by two of its women legis- 
lators — Reps. Helen Gahagan Douglas of California, and Margaret Chase Smith of Maine. 
Hearings have been conducted in the house, but the Senate will be "too busy" to take it up 
from that point. From a standpoint of union organization and vote getting, the bills are 
ideal. But industrial economists point out they do not take into consideration many 
practical difficulties. And, some women leaders are warning, equal pay might mean dis- 
placement of thousands of women by men. 






































A losing fight in congress won't mean an end to the agitation however. The 
drive will be heightened within the union ranks where it already has achieved some degree 
of success. United Automobile Workers is strong for it, attained a 50 per cent increase 
for women in one notable instance — Hudson Motors. 
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The Administration after several years of discounting the complaints of 
property owners that federal laws, particularly those relating to rent control, are 
inequitable, is finding that landlords have real troubles, too. More than one-half of 
the 230 million acres of range lands in the west need restorative attention, Secretary 
J. A. Krug has advised the President. 











Important as the range territory is, upkeep measures have been confined to 
about 1 million acres a year. The Department of Interior is stepping it up with a program 
effecting 11 million acres underway, and plans on paper for improvements to another 49 
million acres. Still a long way from 230 million! 














Being closely watched by groups who are attempting to steer government away 
from centralization is the program of the National Security Resources Board. The agency 
came into existence as a sidelight of the military forces merger. It could become more 
costly than the unified military arms. 

















Currently being made are surveys out of which will grow a blueprint to place 
the nation on an emergency basis — with the word "emergency" given broader implications 


than any of those adopted in the past. It could, for examples, extend to housing programs, 
industrial locations and development of natural resources. It is gathering under its tent 
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merely advisory, cannot implement its decisions and findings without funds. Congress 
holds the throttle! 











British trade unionists are passing on to their counterparts in the United 
States the advice that leftist control of government can cause too great a swing away from 
center. Eternal vigilance is being counselled. General Secretary Lincoln Evans of the 
Iron and Steel Trades Federation has warned his union that it and other similar groups 
will become "another arm of the Russian Foreign Office" if precautions are not taken. 

















Evans pointed out that only a few weeks ago the commies were the most ardent 
advocates of increased production, but now their line is that higher output will only 
serve the ends of "dollar imperialism." The lessons are not being lost on unions here. 
First to pick up the warning was AFL President William Green, who has circulated the 
information among his federated branches. 



































Food for thought for workers in the upper age brackets — 45 years or older —is 
the warning by BLS Chief Ewan Clague that any future depression will hit that worker group 
hardest. The problem was not as great a generation or more years ago because of the cold, 
grim fact that a lesser number of workmen lived to be 45. But now there are more, and accent 
is on youth, in the employment offices. The counsel could turn greater attention on the _ 
economic issues of the coming campaign, away from the more exciting and dramatic ones. 


























Democrats are grasping at political straws by hoping that a minor tilt between 
2ennsylvania's Gov. James H. Duff and Senator Edward Martin can be blown up into a full 
cleavage. Duff is strong for the Marshall plan, while Martin is slightly less than luke- 
varm for it, unless there is sharp reduction in its costs. Duff heads the 73-member dele- 
gation to the GOP national convention, and Martin is the "favorite son' selection. But 
Martin doesn't regard himself even an outside "dark horse." The delegation is instructed 














can't possibly go into the campaign. 





In Washington they're drawing a parallel between the political fate which 
befell Ramon De Valera and the problem facing President Truman: "Both seem to have lost 
the south!"' : 
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Effect of 


Lower Prices 


Lon EXPORT ano IMPORT 


TRADE 


By V. L. HOROTH 


4: last month’s decline in prices of grains and 
other staples, one of the most severe on record, 
should mark the beginning of the long anticipated 
business let-down in the United States, it may prove 
to be one of the major factors influencing our for- 
eign trade in 1948. The other major factor is likely 
to be the “grub staking,” now under consideration 
by Congress, of friendly foreign countries in their 
post-war reconstruction. 

There will, of course, also be other factors shap- 
ing our foreign trade. Our imports will undoubtedly 
be affected by the devaluation of the French franc 
and possibly other European currencies, as well as 
by the tariff concession negotiated last fall in 
Geneva. The new tariff schedules became effective on 
January 1, 1948. Last but not least, our foreign 
trade may be influenced later in the year by the 
reappearance of Germany and Japan as sources of 
competitive manufactures and at the same time as 
markets. 


Importance of ERP 


The importance of the European Recovery Pro- 
gram for our foreign trade was discussed in this 
publication a few months ago. It was pointed out 
at that time, on the strength of the Harriman Com- 
mittee findings, that the “Marshall Plan,” if 
approved without serious reduction, would maintain 
the domestice merchandise exports within about 10 
per cent of the 1947 exports of $14.7 billion. It was 
also stressed that while our exports to Western 
Europe may be somewhat larger in 1948 than they 
were in 1947, our exports to Canada and Latin 
America may be as much as $1 billion smaller, and 
MARCH 


13, 1948 


our exports to all other countries about $14 billion 
below last year. Likewise we anticipated at that 
time a decline in our exports of foodstuffs, inedible 
vegetable and animal products, textile manufactures 
and consumer goods in general, largely because of 
the growing shortage of gold and dollar resources 
of our principal customers. With lower prices, physi- 
cal exports might exceed earlier expectations. 


Other Changes 


What other changes are likely to result from the 
price slump? That will depend, above all, upon the 
extent of the price decline. Thus far the price slump 
has been limited to grains and fats and oils. Being 
the most seriously inflated of all major commodities, 
they have also been the most vulnerable. Other still 
highly vulnerable commodities of international im- 
portance include copra (over 600 per cent higher 
than before the war), burlap, and rice (both over 
300 per cent above). Cotton and hides, less seriously 
inflated, have apparently declined because they are 
sensitive to consumer resistance and the changing 
business outlook. 

The prices of the great tropical and sub-tropical 
staples, such as coffee, cocoa, rubber and sugar, have 
been affected hardly at all as yet. The same is true 
of the leading non-ferrous metals. Because of con- 
tinuous shortage, the prices of petroleum, steel, 
building materials, industrial chemicals, fertilizers, 
and heavy electrical equipment are more likely to 
advance than decline. There may be a reversal even 
in grains, for the present price levels presuppose 
the continuation of favorable weather till harvest 
time. 
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(in millions of dollars—at July 1947 prices) 


| Proposed Exports to the “Marshall Plan” Countries 





United States 


From 


From Other 


West. Hemisph. 
Apr.-June July’48 Apr.-June July'48 











Commodity 1948 toJjJune’49 1948 toJune'49 
Bread Grains 218 535 175 669 
Coarse Grains 6 83 52 411 
Fats and Oils 20 80 56 222 
Sugar .. 7 21 67 201 
Meat ....... 2 6 77 308 
Dairy Products 75 160 I 29 
Rice . I 6 8 33 
Coffee 23 134 | 
Other Foods 9 65 17 Ww 4 
Tobacco 52 210 6 25 
Cotton 143 438 42 167 | 
Nitrogen 2 14 4 22 
Coal ... 92 297 } 
Petroleum 121 530 | 
Timber 24 % 43 m4 
Agricultural Machinery 136 az | 
Coal Mining Machinery 82 | 
Trucks 20 8I 3 130 | 
Freight Cars 60 | 
Steel Equipment 48 | 
Finished Steel 45 182 | 
Electrical Equipment 95 | 
All Others 37 140 60 197 | 

Grand Total 874 3,365 644 2,701 | 








Source: “Outline of a European Recovery Plan,” pages 106 and 108. | 

















Vi. 





Creation of Dollars in 1947 and 1948 
(All figures in billions of dollars) 


Commercial Imports 


Purchases Abroad by the Army 


. Imports of Goods and Services 


Services Including Tourist Expenditures 


Interest and Dividends Paid to Foreigners 


British Loan 
Export-Import Bank 
Surplus Property Credits 
Civilian Supplies 


UNRRA and post-UNRRA 


Greek-Turkish Aid 
Interim Aid 


. Bretton Woods Institutions 


World Bank 
Int. Monetary Fund 


. Liquidation of Assets 


Gold Imports 


Draft on Dollar Balances 


Grand Total 


New U.S. Government Aid 


Marshall Plan 
Aid to China 
New Aid to Turkey, Etc. 


. Private Remittances and Aid 


. U.S. Govt. Aid and Loans (appropriated) 


Approx. Anticipated 
19 


1947 











—w 
ao 





4.5 





20.4 





$20.4 














Hence the price decline may not be so farreaching 
as many prophets hurried to forecast. Though some 
business recession owing to retrenchment and price 
readjustments may be unavoidable, a full-blown 
business depression does not seem to be in the cards. 
However, a discussion of domestic business pros- 
pects is not within the scope of this article. Suffice 
it to say that a serious business depression at this 
point would have a devastating effect on other coun- 


tries. Their earnings of dollars from the sale of | 


goods and services to us would be impaired. More- 
over, a depression here would probably necessitate 
trimming the E.R.P. and other aid in the world’s 
rehabilitation. It would be the very thing that 
“Mr. Stalin and Associates” have been waiting for. 
The British, in particular, are greatly concerned 
about such prospects because without the E.R.P. 
there is nothing between them and bankruptcy. 


Salutary Effect 


Assuming that there will be no depression in the 
United States, but only a business readjustment, a 
decline of over-inflated food and certain raw 
material prices would have a salutary effect not 
only on our domestic economy, but on international 
economy as well. In the first place, larger supplies 
of foodstuffs and other consumer goods would make 
much easier the fight against inflation in such key 
counrties as Great Britain, France, and Italy. If 
people have something to use their money for, con- 
fidence in currencies is more likely to return. 

Second, lower prices of food and raw materials 
would permit larger expenditures for rehabilitation. 
Just as the urban consumers in the United States in 
recent months have been spending an unprece- 
dentedly high proportion of their income for food, 
so the industrialized countries of Western Europe 
have been forced to divert an extra high proportion 
of their available dollars for foodstuffs and raw 
materials. It should in the future take fewer of their 
exports to pay for a certain fixed amount of imports. 
In the economic lingo, their “terms of trade’ should 
improve. 

Great Britain and Western Europe in general, 
should be the greatest beneficiaries of increased 
food production at home and in “inconvertible cur- 
rency” areas as well as of better “terms of trade.” 
Larger food and raw material production in colonia! 
areas and in Eastern Europe would permit addi- 
tional saving of dollars. It should then be possible 
to divert these dollars for larger purchases of raw 
materials which like cotton can be obtained in suff- 
cient quantities only in the dollar area. Above all, it 
should be possible to buy here more industrial and 
other technical equipment. 


Should Speed Recovery 


Thus the realignment of agricultural and _in- 
dustrial prices should be helpful in speeding up the 
industrial re-equipment of Western Europe. In turn 
this would enable Europe to pay for a larger pro- 
portion of her imports. But while, on the one hand. 
the acceleration of industrial rehabilitation of 
Western Europe would probably lower the cost of 
the E.R.P. to us, it would, on the other hand, result 
in an earlier return of intensified competition in 
international markets. 

In the United States the lower prices of farm 
products will result (Please turn to page 674) 
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Re-appraisals 


of Values, Earnings and Dividend Forecasts 
x * * 


Prospects and Ratings for Oils, Steels, Machinery Shares, 
Automobiles and Automotive Accessories 


Part Il 


S] he break in commodity prices, heralding a 
turning point in the postwar price inflation, forcefully 
calls to attention that 1948 is likely to be a year of 
uncertainty as well as challenge to business and 
industry. 

While economic fundamentals continue strong, the 
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new developments confront business with problems 
which it has not had to face for many years, not the 
least of them a return to more competitive business 
conditions and the possibility of some downtrend in 
overall business activity while price correction pro- 
ceeds. It is a prospect that tends to inject a good deal 
of caution, if not conflicting thinking, about the course 
of our economy in the months to come. 

To establish and maintain a constructive invest- 
ment program under current and prospective con- 
ditions, close and continued scrutiny and interpreta- 
tion of fundamental trends is a prime requisite. 
Only by recourse to reliable facts and trained judg- 
ment can the investor protect his position. From a 
stock market standpoint, the year ahead may be a 
difficult one, perhaps full of contradictory move- 
ments and reactions. All the more, such a prospect 
makes it imperative to keep informed and recognize 
trends in the making. 

To assist our subscribers in arriving at sound in- 
vestment decisions, The Magazine of Wall Street 
presents its Security Appraisals and Dividend Fore- 
casts at six months intervals, in addition to its regu- 
lar coverage of important developments. By this 
method, the maximum number of industries are 
periodically reviewed on the basis of all available 
information, supplemented by statistical data for 
ready comparisons. Additionally, brief comments on 
the status of each company listed are presented. 


The key to our ratings of investment quality and 
current earnings trends of the individual stocks— 
the last column in the tables preceding our com- 
ments—is as follows:A+, Top Quality; A, High 
Grade; B, Good; C+, Fair; C, Marginal. The accom- 
panying numerals indicate current earnings trends 
thus: 1—Upward; 2—Steady; 3—Downward. For 
example, Al denotes a stock of high grade invest- 
ment quality with an upward earnings trend. 


Stocks marked with a W in the tabulations are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter X. Purchases for appreciation 
should of course be timed with the trend and in- 
vestment advice presented in the A. T. Miller market 
analysis in every issue of this publication. 
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R ecord demand, record output, record profits, 
and yet increasing difficulties in meeting enormously 
swollen requirements for virtually every type of 
petroleum products—these are the main features of 
last year’s oil industry experience. The picture in 
1948 may well be similar. 

Our economy has been geared to oil for many 
years with the result that oil industry activity has 
become a reliable yardstick of general business. On 
this basis, 1947 was an unprecedented boom year. 
While the general business outlook this year is 
viewed increasingly with caution, there is nothing 
to suggest that the demand for petroleum products 
will decline. Rather, continued tightness in the de- 
mand-supply situation is indicated. 

Some figures of last year’s consumption and de- 
mand tell the story of the industry’s achievements 
as well as its problems. Domestic use of oil products 
was over 30% higher than in 1941 and some 12% 
ahead of 1946. Total demand imposed on the indus- 
try the task of supplying some 2.11 billion barrels 
of petroleum, or 5.8 million barrels daily. This ex- 
ceeded by 8.3% the wartime peak and previous all- 
time record established in 1945. In spite of huge 
output, supply was barely able to meet requirements. 


Peak Output 


Domestic crude oil production averaged about 5.2 
million barrels daily and imports about 450,000 
barrels, the latter just about enough to offset ex- 
ports. Indications are that before long, we shall 
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New Factors 


Af fecting.....- 
The OlL Industry . 


BY GEORGE.L. MERTON 


. So, in the disproportionate increase in the use of 
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become a net importer—perhaps by a fairly sub- 
stantial margin, after having been one of the great- 
est sources of exports through almost the entire 
history of the petroleum industry. This is one of 
the fundamental changes in the U.S.A. oil position 
currently taking place, almost unnoticed in the 
flurry over shortages. But it is the direct result of 
the latter, though in part due also to a desire to 
conserve our own resources. 

In considering the uptrend in demand, attention 
must be given to the huge increase which has taken 
place in the use of distillates or heating oils. Al- 
though most of the 750,000 new oil burners installed 
last year in American homes did not begin to use 
oil until this winter, distillates consumption for 
1947 was 22% ahead of 1946 and 65% greater than 
in 1941. Correspondingly large increases occurred 
in consumption of kerosene and residual fuels. These 
disproportionate increases have much to do with the 
shifts that have occurred in the basic demand and 
supply situation, with the threat of a gasoline short- 
age next summer and several more years of tight 
fuel oil supplies. 


Basic Problems 


Fundamentally, of course, the root of the problem 
is that consumption is increasing faster than pro- 
duction, transportation, refining and distribution 
facilities. Hence the oil industry’s ambitious $4 
billion expansion program, the increasing emphasis 
on imports, the great interest in foreign oil reserves, 
the attention lately given to synthetic oil. The “oil 
crisis” has not been due to lack of production; out- 
put has been at peak and still is rising, but it is 
steadily outdistanced by consumptive requirements. 

The cause is to be found not only in the general 
business boom, the high degree of motorization and 
in mounting mechanization of agriculture, the 
greatly stepped up aviation needs and heating re- 
quirements, all important factors in the oil demand 
picture as they are. It rests also, and importantly 


petroleum products relative to other energy sources. 
Thus, over the last five years, the use of coal in- 
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creased 5%, but the use of motor fuel rose 18%, 
of kerosene 46%, heavy fuel oil 834%, and heating 
and diesel oils 68%. These figures are full of mean- 
ing. They reflect the competitive struggle between 
coal and oil that has resulted in a victory for oil so 
decisive as to become embarrassing, and with the 
possibility of a reversal of trend on a relative basis. 

At present, oil and natural gas are supplying 
roughly one-half of the nation’s energy production, 
with coal and water power furnishing the other 
half. In an endeavor to meet existing needs, the oil 
industry for some time now has been producing fuel 
oil at the expense of gasoline. As a result, it may 
not only be harder pressed next summer to meet 
motor fuel requirements but this may also find re- 
flection in near term earnings since gasoline is more 
profitable than distillates. 

Clearly, while the oil industry is endeavoring to 
meet the increasing demand for its products reflect- 
ing the shift from coal to oil, there is a limit to the 
amount of oil reserves in this country. In the inter- 
est of conservation of an irreplaceable natural re- 
source, supplemental ways must be found to meet 
the nation’s heating requirements, such as greater 
reliance on coal and synthetics. 

The industry has already reached the point of 
forced production. As against a maximum efficient 
rate of output of some 5.27 million barrels of crude 
oil daily, production is currently running around 
5.85 million barrels compared with estimated de- 
mand of 5.33 million barrels. In other words, the 
industry is forcing the wells, thereby lessening the 
ultimate recovery of oil from them. In the long run, 
it cannot afford that. 


Although domestic crude oil reserves in recent 
years have been well maintained despite record 
withdrawals, this was done largely through expan- 
sion and improvement of existing properties while 
new discoveries have lagged. The discovery trend 
until very recently has been consistently downward 
despite substantial outlays, but was reversed early 
this year by a big strike in western Texas which 
alone brought in nearly one-third of last year’s total 
discoveries of some 198 million barrels. Proved 
crude oil reserves are currently listed at around 23 
billion barrels, equivalent to about 1214 years sup- 
ply. Actually, of course, potential reserves are much 
larger, but it costs money—increasingly more money 
—to find and exploit them. Most existing reserves 
were acquired in earlier years at low cost, far below 
what would be involved in their replacement. Drill- 
ing expenses meanwhile have risen sharply, making 
for higher-cost production from new discoveries and 
for higher depreciation charges in the future. This 
is an important point in appraising the longer 
range earnings outlook. 

Much the same applies to refinery capacity, most 
of which was built at prices considerably less than 
today’s replacement values, with resultant low de- 
preciation charges compared to what must be made 
against new installations. Since the normal life of 
refinery equipment is about five years, an increas- 
ingly greater proportion of future earnings will be 
needed for replacement purposes. Refineries at pres- 
ent are operating full blast and a good many new 
facilities are being planned to step up output of 
badly needed refined products. Shortage of steel so 
far has been a handicap, (Please turn to page 665) 








Statistical Data for Leading Oil Companies 








Est. Total 
Proven —Net Per Share— 
Reserves* Est 


x Div. 
(mill. bbls.) 1946 1947 


1947 


Div. 
Yield 





Price- Invest- 
Price Range Recent Earnings ment 


1947-48 Price Ratio Rating COMMENTS 





Amerada Petroleum 350 $5.61 $9.00 $3.00 


3.6% 





Atlantic Refining... ...... 500 3.26 5.32A 


150 48 ~~ 


Strong crude oil producer with relatively 
large reserves. Favorable earnings trend 
indicated despite higher drilling costs. 
Dividend well protected. 

C+2 One of the larger medium-sized oil 
units, with expanding crude reserves. 
Stock has moderate leverage. Well 
maintained earnings, dividends indi- 
cated. 


107 -73 $84 33 BI 





40 -30%, 31 58 





Barnsdall Oil ~ 200 2.30 410A 1.55 45 
X 





Important crude producing unit, with 
good reserve position .Further earnings 
gain, stable dividend indicated. 


39%4-20% 34 83 °&&BI 





Cities Service 350 ~—s«6.41 10.00 1.50 4.6 








Important oil unit with strong stake in 
natural gas. Improved financial set-up 
makes for substantial earning power. 
Higher dividend indicated. 


41-23%, 33 33 B2 





Continental Oil 600 42.05 








Strong crude oil position points to fur- 
ther earnings gain. Higher dividend 
<n Longer term outlook favor- 
able. 


554-35 49 «2365 Bi 





6695 6.42 2.75 4.6 





Ranks among largest crude oi! produc- 
ers and refiners, with important interests 
in Venezuela and Middle East. Favor- 
able earnings trend, well maintained 
dividend indicated. 


76%-57/, 60 63 °° BI 





Humble Oil 2,500 4.00 3.00 4.3 





lion Ol 40 5.50 





5.6 © 35-21, 31 = 5.6 SCO 





Mid-Continent Petroleum 125 10.00 3.25 7.9 





Small but well integrated unit with 
stake in chemical fertilizer field. Pros- 
pect points to higher earnings. Dividend 
secure. 

Controlled by Stand. Oil of N. J. Has 
largest crude oil reserves of any domes- 
tic oil unit. Rising earnings, well main- 
tained dividend indicated. 

Improved crude position covers about 
60% of refinery needs. Expansion should 
sustain high earnings. Dividends should 
continue at $2 semi-annually. 


794-554 70 10.0 °+# OBI 








—-4812-3300¢~CiC HT CBD 





a 550 4.50 1.75 63 





3514-21 a aay so BI Improved crude position bolsters earn- 
ings outlook, dividend prospects. Large 
reserves point to full participation in 


future industry growth. 





A—Actual earnings. 








b—Adijusted. 
*—Including foreign reserves. 





(Continued on page 644) 
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Statistical Data for Leading Oil Companies (Cont.) 





Est. Total 
Proven —Net Per Share— 
Reserves* 


(mill. bbls.) 1946 


Est. 
1947 


Div. 
1947 


Div. 
Yield 


1947-48 


Price 


Price- 


Invest- 
Price Range Recent Earnings ment 
Ratio Rating 


COMMENTS 





Pan-Amer. Pet. & Tran. =... 


1.57 


2.50 


75 


5.3 


18 -13 


14 


5.6 


C+2 Engaged chiefly in refining and distri- 


bution, with crude oil interest small. 
Well maintained earnings, possibly 
higher dividend indicated. 





Pantepec Oil of Venezuela... 


71 


1.25 


64 


5.8 


13 - 8% 


Cl 


Operates concessions in Venezuela held 
jointly with Creole Petroleum Co. Accel- 
erated drilling program should boost 
earnings. Dividend likely maintained. 





— Petroleum ___.......... 750 


4.60 


6.50 


44 


6334,-50!/ 


57 


8.8 


Well integrated concern with strong 
crude oil position and big stake in 
manufacture of natural gasoline. Rising 
earnings, well maintained dividend 
anticipated. 





Pimpin on . 400 


2.01 


4.01 A 


2.24 


49!/2-21 


45 


11.2 


Engaged principally in sale of crude 
oil and natural gas. Rising earnings, 
stable dividend indicated. 





Pure Oil 450 





4.77A 


5.8 


30/4-21'/4 


26 


5.5 


Medium sized integrated oil unit with 
strong crude oil interests. Expansion, 
modernization improves competitive po- 
sition. Higher earnings, stable dividend 
indicated. 





Quaker State Oil Refg.. 


2.98 A 


7.9 


2434-20 


22 


7.3 


Manufactures lubricating oils. Prospect 
points to sales uptrend, reflecting high 
industrial activity, spurt in auto travel. 
Moderate earnings gain _ indicated; 
dividend secure. 





| Caen ane 220 


2.75 


1.50 


8.8 


18'/2-13%4 


6.2 


Gane 


Crude output small in relation to refin- 
ery needs, but improving. Aggressive 
marketing program points to higher 
earnings. Dividend should be main- 
tained. 





Seaboard Oil of Delaware. 150 
xX 


2.43 


1.00 


2.6 


443/,-23 


39 


8.2 


One of smaller crude oil producers with 
well established position. Somewhat 
higher earnings, possibly larger divi- 
dend indicated. 





Shell Union Oil... 00 
X 


2.44 


2.25 


75 


3554-241/, 


30 


7.5 


Leading integrated concern and nation- 
wide marketer. Expansion of facilities 
forecasts higher earnings, possibly 
larger dividend. 





© | |i 


1.00 


6.3 


18!/2-14 


49 


Large independent oil company with 
important stake in all industry divi- 
sions. Expansion should aid sales, earn- 
ings. Dividend may be increased. 








eae IE 225 
x 


10.30 


18.00 


2.50 


£5 


1177-65 


5.5 


Fully integrated, with large low-cost re- 
serves. Earnings may reach $20 annual 
rate, but dividends will probably con- 
tinue conservative. 





Socomy-Vacuum nnn nnenenee 2,749 
X 


1.87 


3.00 


1.00 


6.2 


1714-1334 


5.3 


One of leading integrated concerns 
with large domestic, foreign interests, 
latter in Middle East and Venezuela. 
Prospect points to further earnings gain, 
possibly higher dividend. 





ee ES, «ce 


3.06 


4.00 


9.5 


38!/2-27 


37 


9.2 


Largest producer of Pennsylvania crude 
oil. Moderate earnings gain indicated. 
Dividend should be maintained. 





Standard Oil of Calif... 3,900 
X 


5.15 


7.25 


55 


63 -50%, 


58 


8.0 


Large integrated West Coast concern 
with important Middle Eastern interests. 
Holds substantial low-cost reserves; also 
concessions in Venezuela. Higher earn- 
ings, well maintained dividend indi- 
cated. 





—— Oil of Indiana... 1,000 


6.00 


5.3 


44\/4-36 7, 


38 


6.3 


Dominant Middle Western refiner and 
marketer, with improving crude oil posi- 
tion. Improved refinery efficiency points 
to rising earnings, secure dividend. 





Standard Oil of N. J........ ... 9,400 
WwW 


6.50 


10.00 





Sun Oil 600 





3.16 


5.28 A 


5.6 


ae 


80 -63 


71 


tee 


World’s largest petroleum company 
with important domestic and foreign 
interests, latter in Middle East and 
Venezuela chiefly. Higher earnings, pos- 
sibly larger dividend indicated. 





75'/2-51 


52 


99 


B2 


Medium-sized integrated unit with siz- 
able crude reserves, plus stake in ship 
building. Expansion program portends 
well sustained earnings, dividends from 
oil operations. 





Texas Company once 4,050 
X 


6.32 


7.50 


3.00 


5.5 


68 7/-52'/4 


AR 4 


Second largest crude oil producer, third 
largest refiner. Has substantial interest 
in Middle East, South America. Higher 
earnings, possibly increased dividend 
indicated. 





Texas Gulf Producing... =. 


1.18 


70 


ay 





Tide Water Associated Oil. 471 


1.05 


52-4 





Union Oil of Calif. ww. = 410 


4.8 


24 -10!/, 


18 


dich 


Cri 


Relatively small crude oil and natural 
gas producer. Improved crude position 
through acquisitions. Earnings, divi- 
dends should hold well. 





255-18 © 


20 


§.7 


B2 


Aggressive development program is 
adding to reserves but high exploratory 
costs militate against further substan- 
tial earnings gain. Dividend should 
continue unchanged. 





27-20 


23 


6.6 


Complete oil unit, second largest on 
Pacific Coast, with stake in natural 
gas. Steadily improving crude positio 
enhances earnings outlook. Dividen 
appears secure. 





A—Actual earnings. 
a—Plus 2% stock. 











b—Adijusted. 


*—Including foreign reserves. 
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year dipped to 93.5% 
temporarily. At that, in 
terms of tonnage output 
during January, the 
showing was approxi- 
mately 7.4 million tons 
of ingots and steel for 
castings, an annual rate 
of 88.8 million tons and 
above any month last 
year except October. As 
blast furnace capacity to 
produce pig iron is ex- 
pected to be increased by 
2.9 million tons during 
1948, by the year-end at 
least, ingot capacity may 
approach a goal of close 
to 94 million tons in due 
course. In theory, too, a 
production rate of 100% 
would be possible, if 
shortages of scrap, coke, 
railway cars and other 
essentials could be over- 
come and no work inter- 
ruptions occur. 

In viewing potentials 











for 1948, it seems very 








unlikely that scrap supplies will prove 




















By WARREN BEECHER 


_Aitnoier 1947 was a banner year for the giant 
steel industry, it is likely that 1948 may prove 
equally satisfactory. At the start of the current year, 
demand for almost every conceivable kind of steel 
product was far from satisfied, indeed trending 
stronger if anything, with convincing evidence that 
supplies will remain tight for many months to come. 

As the industry’s over-all capacity was slightly 
lifted last year, and through 1948 and 1949 will 
continue to expand, increased unit sales at firm 
prices could theoretically tend to hold profits at the 
record levels generally achieved in 1947, or even 
raise them. As always happens, however, such op- 
timism has to be tempered by an array of handi- 
caps to potential earnings progress. Some of these 
difficulties are beyond the control of the industry 
or of individual managements; others must be sur- 
mounted by application of wise company policies if 
profit figures are to match or exceed last year’s. 


Last Year’s Record 


During 1947, production of steel ingots amounted 
to 84.8 million tons, or 92.9% of rated capacity. 
More significant is the fact that new expansion of 
facilities accounted for about 2 million tons of out- 
put and another 2 million tons for the same reason 
may swell totals for 1948, that is unless shortage 
of scrap proves unduly restrictive. During the final 
quarter of 1947, the percentage of capacity utilized 
climbed to 96.4%, but in January of the current 
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adequate to permit all-out production ac- 
tivities, or even to fully utilize new facili- 
ties on which the industry spent $496 
million last year, not to mention $565 million out- 
lays planned for the current year. At least 3 million 
tons more of ingots could have been produced last 
year if scrap had been more plentiful. The shortage 
is blamed upon excessive exports during the 1930’s, 
heavy shipments during the war of finished steel 
items to foreign shores, and above average consump- 
tion of scrap for military production prior to VJ 
Day. Current scrap accumulation simply falls short 
of the desired mark. This picture is partially 
brightened, though, by reports that Bethlehem Steel 
has contracted to buy one million tons of scrap from 
China, and by the fact that increased production of 
pig iron should tend to loosen the bottleneck. 


Steel Shortage Continues 


Granted that basic steel requirements are better 
met in the current year, trends are developing in 
the demand for finished steel items that look as if 
they might cause trouble in more than one industry 
consuming this major metal material in various 
forms. As no let-up in demand appears in sight 
from a long string of steel consuming industries, 
producers have been forced to prolong policies as 
to allocations, and in recent weeks even to cut down 
on amounts previously allotted to customers from 
month to month. As the postwar boom got well 
underway last year, significant shifts in the amount 
of steel used by various industries occurred, though 
had their requirements been better met, the showing 
might have been different. Of total steel production 
in 1947, machinery and metal working trades re- 
ceived 18.8%, the automotive industry 16.3%, con- 
struction firms 16%, railroads 9.6%, the container 
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industry 8.9% and oil and gas producers 5.9%, to 
mention a few. Additionally 7.3% of domestic steel 
production last year went overseas. 

Scanning the above list, it seems apparent that 
demand from every one of these sources will strain 
the productive capacity of the steel industry during 
all of 1948. The automotive industry hopes to push 
out 5 million new passenger cars; builders antici- 
pate outlays of almost $20 billion for new construc- 
tion and repairs; the railroads plan to spend lavish 
sums for new equipment; makers of metal con- 
tainers are predicting record output; and the petro- 
leum and natural gas industry is in a breakneck 
race to spend several billion dollars on expansion 
during the next few years. 


Strong Demand Potentials 


Farm and electrical equipment industries, too, 
will be heavy buyers of steel, while the Marshall 
Plan is certain to call for substantial quantities in 
one form or another. All of which adds up to a 
well sustained sellers’ market for the steel indus- 
try, and recent signs indicate that it intends to ride 
rather high as long as it can. That the steel pro- 
ducers foresee prolonged prosperity is shown by 
their willingness to invest close to $2 billion in 
additional facilities in order to meet peak demand, 
although in what might be termed normal periods 
a substantial overcapacity would eventuate, if his- 
tory is any guide. 

Bottlenecks are currently most serious in sheets, 
strips and tubing. Increased progress by manufac- 
turers of automobiles, refrigerators, radios, farm 
equipment and railroad cars will hinge entirely on 
the receipt of larger supplies of steel sheets and 
strip, currently scant. Construction of facilities to 
produce 3 million additional tons of these products, 
however, is proceeding apace and by mid-year some 
of them should be in operation. Manufacturers of 
both welded and cast iron pipe have expansion plans 
under way, but not on a sufficient scale to raise 
hopes of fully meeting demand until about three 
years have elapsed. The oil and natural gas indus- 
tries are scouring markets for more than 20,000 
miles of pressure pipe alone, aside from require- 
ments in connection with record breaking drilling 
activities plus the needs of utilities and municipali- 
ties for cast iron pipe. In the last issue of our Maga- 
zine, we presented the outlook for makers of pipe in 
— detail, and refer our readers to that 
article. 


Earnings Prospects 


As for the profit outlook, it must be granted that 
if 1948 results turn out as well as last year’s, share- 
holders will have ample grounds for contentment. 
We append a table presenting statistics as to relative 
net earnings of 26 important companies in the in- 
dustry for 1946 and 1947, along with dividends paid 
last year, their price earnings ratios, price range 
and brief comments on the current status of the 
individual concerns. A glance at this table will re- 
veal the broad and sharp upturn in net earnings 
that characterized 1947, applicable to most com- 
panies on the list, though producers of stainless 
steel fared less well. The $11.66 per share reported 
by U. S. Steel established its highest level since 
1929, and many other companies were equally 
fortunate in comparison with former earnings. 
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In weighing the pros and cons of last year’s 
operational results, it is important to realize that 
work interruptions were a minor factor, but that 
a negotiated boost in wages pushed operating costs 
up during the last half of the year. Freight rates 
and costs of coal, coke and ores advanced during 
the year also. Hence operating margins tended to 
narrow despite increased output and the beneficial 
effect of upward pricing policies all along the line. 
An average lift of about 10% in the price of prac- 
tically all major steel items in the middle of 1947 
just about compensated for the earlier rise in coal 
costs and the second advance in wage scales. Since 
then prices for pig iron were upped twice for a 
total of from $6 to $8 per ton, the latest rise occur- 
ring in recent weeks, while scrap prices soared 
from $29.50 last May to as high as $42 per ton only 
three months later. Freight rates also climbed sub- 
stantially during the latter part of 1947. It can be 
assumed, accordingly, that a larger proportion of 
the industry’s sales dollar went to net profits during 
the first quarter of 1947 than in the following quar- 
ters, though increasing volume helped to swell total 
net earnings for the year. 


The Wage Factor 


Wages have always been an important factor in 
calculating production costs of the steel industry; 
they pushed up the average cost of finished steel 
from $27.35 per ton to $30.19 during 1947. Now the 
CIO Steel Workers Union are demanding a substan- 
tial third round wage advance on the plea of high 
living costs. According to the contract now in force, 
no strikes will be permitted until May 1949, but 
that does not preclude the reopening of discussion 
over wages. Last year the average hourly wage rate 
was boosted from $1.38 to $1.56, a gain of 13%. 
According to announcement by several leaders in 
the steel industry, they will emphatically resist any 
further upping of wages during the current year, 
especially in view of their former liberality when 
the contract now in force was signed last year. Be 
that as it may, many observers concur that to pre- 
serve labor peace, some compromise will be agreed 
upon within a few months, although in the process 
steel costs once more would be raised. 


Higher Prices 


Meanwhile the recent action taken by all domestic 
producers of steel to raise the price of semi-finished 
products by approximately $5 per ton has aroused 
widespread repercussions. Steel of this character 
includes forging blooms, billets and slabs, the basic 
forms used to manufacture a wide range of indus- 
trial essentials, such as sheets for the automotive 
and refrigerator industries as well as innumerable 
small appliances. Inasmuch as early in the current 
year the prices of wire nails, pipe, tie plates, staples, 
splices, galvanized sheets and hot rolled sheets were 
substantially lifted, it looks as if practically all 
prices for finished steel products may experience 
another upward swing in the inflationary spiral. 
The impact of the new upturn in prices for semi- 
finished items hits the smaller and non-integrated 
steel producers with unusual severity, and fabri- 
cators are equally concerned over the matter. Hardly 
had the new price (Please turn to page 668) 
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Statistical Data on Leading Steel and Iron Companies 








—Net Per Share— 
1946 


1947 


Div. 
1947 


Div. 
Yield 


Price Range 


1947-48 


Price 


Price- 
Recent Earnings ment 


Ratio Rating 





Invest- 


COMMENTS 





Acme Steel 


$4.54 


$7.74 


$4.25 


8.8% 


60 -43//, 


$48 


6.2 


B2 


Specializes in production of hot and cold strip 
steels. expansion in facilities in progress. 
Outlook good for continued high ings. 
change in dividend likely. 








Allegheny Ludlum Steel... 


5.12 


4.66 


2.00 


7.7 


481/,-255 


26 


5.6 


B2 


Rather spotty d d for steel and 
tising costs partially restrict earnings, but cur- 
rent dividend rate seems amply covered. 








— Rolling Mill... 


5.36 


7.44 


2.00 


Lets 


37!/-2454 


26 


3.6 


B2 


Exceptional demand for steel sheets promises 
to hold sales and profits at eer levels, 
aided by enlarged capacity. Stable dividend 
indicated. 





xX 


Bethlehem Steel 


3.93 


4.98 


6.3 


35-30! 


32 


6.5 


B2 


Substantial backlog for steel, fabricated prod- 
ucts and py trree enhances 1948 prospects. 
Dividend well backed by earnings. 





Bliss & Laughlin. 


1.91 


10.6 


1834-14 


4.6 


C+2 


Production of cold drawn bars a specialty. 
Strong demand brightens current eo $ poten- 
tials. Conservative dividend policies should 
continue. 





Byers, A. M 


4.92 


50 


2.9 


22'/4-13 94 


3.5 


Gr 


Largest producer of wrought iron pipe, orders 
for which are of substantial proportions. Erratic 
com record suggests modest dividend 
policies. 





Carpenter Steel . 


6.38 a 


3.00 


9.1 


50!/-38 


5.2 


B3 


Long established producer of high alloy and 
high speed tool steels, now in fairly ample 
supply. Though earnings may recede slightly, 
dividend status secure. 





Colorado Fuel & Iron... def.60 


3.404 


1.05 


8.1 


18 -12 


3.8 


C-FZ 


oa ay demand for steel rails and wire 
products improve 1948 prospects ,but no change 
jn cents per share quarterly dividend prob- 
able. 





Continental Steel _...... 


1.89 


1.00 


6.6 


19 -14Y 





Crucible Steel... def2.37 


Nil 


37\/4-22'/2 


5.8 


C42 


High level construction activities supporting 
large sales of nails, staples, roofing and wire 
nen and at firm prices. Dividend amply 
earned. 





Leading maker of high alloy and tool steels, 
along with stainless steel items. Unsatisfactory 
earnings last year may be improved upon com- 
pletion of $30 million expansion program. No 
dividend in sight. 





Eastern Stainless Steel... 


4.08 


.25 


51-1414, 





Follansbee Steel 


4.56 


8.20E 


2.50 


10.4 


4054-14!/2 


24 


2.9 


“a 


Pick up in d d for stainl steel during 
1948 will be needed to assure profitable oper- 
ations, but small dividend may be continued. 








"@ 


Produces cold rolled carbon sheets and strips 
as well as other specialties. Retirement of 
debentures attests to financial strength. Divi- 
dend rate appears stable. 





Inland Steel ........ 
WwW 


Interlake Iron ... 


Jones & Laughlin Steel... 


6.10 


2.50 


7.0 


42 -33 


36 





89 


2.50 E 


1.20 


10.0 


15V/g- 9/2 





3.79 


2.00 


6.7 


39-279 


30 





Keystone Steel & Wire... 


2.78 


7.740 


3.05 


8.0 


491/4-39 


38 


oe” 


4.8 


B2 


Second largest steel producer in Chicago dis- 
trict, with sheets comprising about half of out- 
put. Prospects bright for continued good earn- 
ings in 1948. Year end extra dividend possible. 





 C+2 


49 


Largest producer of merchant iron, an item 
likely to continue in strong demand and at firm 
prices. No change in current dividend rate 
probable. 





~B2 


Ranks fourth among steel producers. Outlook 
enhanced by strong demand and modernized 
facilities. Chances for increased dividends, 
though, not promising. 





B2 


Large farm income bolsters potentials for this 
specialist in the manufacture of fence, barbed 
wire and gates. The 50 cents quarterly dividend 
should continue to be supplemented by 25 cents 
extra. 





National Steel ow. 
WwW 


12.03 


4.00 


4.8 


95-74%, 


84 


7.0 


B2 


Increased production of sheets and low over- 
head may widen profit margins in 1948. Sales 
and profits should continue high. Dividend safe. 





Republic Steel _.. 


2.53 


5.17 


2.00 


8.0 


3074-2244 


25 


48 


B2 


Third largest a ee. with bright pros- 
pects for sales and earnings in current year. 
No change in dividend distributions likely. 





Sharon Steel .. 


4.39 


10.89 


2.00 


6.5 


4054-2434 


31 





Sloss-Sheffield Steel... 


54 


3.94 


1.20 


6.7 


23-15 





Superior Steel 


3.50 


~ 3.98 


6.2 


241/4-13 





U.S. Steel. 
X 


U.S. Pipe & Foundry 
X 


1.20 


3.8 


46!/,-35 





7.28 


11.66 


5.00 


7.1 


80 -b154 





Wheeling Steel 
xX 


6.25 


15.15 


2.00 


5.) 


53!/g-31 





Woodward Iron _. 


1.50 


5.0 


35-28 





X 


Youngstown Sheet & Tube... 


8.51 


13.31 


4.00 


5.9 


83-533, 


68 


aa 


acy 


C+2 


Strong demand for my steel likely to expand 
volume during 1948, due to larger facilities. 
Higher prices stabilizing profit margins. Divi- 
dend rate steady. 





C2 


Ownership of large ore deposits and ample 
facilities to produce pig iron favor company's 
outlook. Strong demand and stiff prices assure 
good earnings. Dividend stability indicated. 





C2 


Production of strip steel supporting earnings, 
though over supply of stainless steel a restrict- 
ing factor. No rise in dividend rate likely. 





Dominant producer of cast iron pipe, indirectly 
well integrated. Current huge demand likely to 
last for several years. 1948 annual dividend 
rate recently lifted to $2.80 per share. 





B2 


All divisions of company likely to operate at 
full capacity during most of 1948. Firm prices 
promise to offset higher costs. Stable dividend 
sure. 





B2 


Emphasis upon production of light steels assures 
capacity output and record earnings. Opera- 
tions will benefit from construction of new coke 
ovens. Dividend not likely to change. 





B2 


Second largest producer of pig iron, enjoying 
large sales. Profit margins widened by price 
boosts when necessary. Possibility of greater 
dividend liberality. 





B2 


Continued record demand for sheets and tubing 
enhances earnings potentials for current year. 
No variation in dividend probable. 








E—Estimated. 


a—Fiscal year ending June 30. 


*—For 9 months ended Sept. 30, def. $0.95 reported. 
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By H. F. TRAVIS 


WD ost divisions of the complex machinery 
industry, heartened by exceptionally good results 
during 1947 and by an imposing array of backlog 
orders at the year-end, are viewing near term pros- 
pects with optimism. Indeed, even the manufac- 
turers of machine tools whose progress last year 
lagged behind the rest of the group, have reason 
to hope for improvement as 1948 unfolds. 

Although few of the machinery manufacturers 
as yet have issued their annual reports for 1947, 
it is estimated that their volume aggregated around 
$1.25 billion for the year, up 30% compared with 
1946. This only partially clarifies the picture, how- 
ever, for different segments of the industry fared 
better or worse in making up the total figures. 15 
large manufacturers of industrial machinery prob- 
ably achieved sales gains of close to 43%, specialty 
concerns 35%, and a miscellaneous group 26%, 
while volume of some machine tool makers regis- 
tered an actual decline. 


How They Fared Last Year 


As for net earnings last year, it is expected that 
these generally outstripped the gain in sales per- 
centagewise. It is quite likely that the combined earn- 
ings of 29 important concerns in the field will show 
a rise of around 49%, with those of the better situ- 
ated companies making industrial machinery climb- 
ing above 60% compared with the previous year, 
with gains for other specialists ranging from 20% 
to 50%. A few concerns prominent as producers of 
machine tools, on the other hand, may be forced to 
report reduced net earnings for last year, or may 
even end up slightly in the red. 

What accounts for the divergent results we have 
mentioned is partly the different composition of 
markets available for the numerous segments of 
this industry, varying demand, competitive posi- 
tions, operating advantages and_ handicaps, and 
partly to divergent company policies. Producers of 
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. . . Loday’s Trends in 


MACHINERY 
COMPANIES 








Photo by Allis-Chalmers 


heavy industrial ma- 

chinery have enjoyed, and should 
continue to benefit from, the worldwide race of all 
manufacturers to win better cost control in produc- 
tion. The break-even points of practically all manu- 
facturing enterprises have been lifted to such a 
dangerous level that operating losses could quickly 
develop if boom time activities should slow down, 
even if volume remained far above prewar experi- 
ence. To maintain adequate profit margins has now 
become a top problem with most managements 
struggling against the inflationary spiral, especially 
as competition is rapidly tempering enthusiasm over 
price advances. 


Important Demand Factor 


Both defensively and aggressively, manufacturers 
are determined at all odds to strengthen their oper- 
ations through acquisition of the best designed and 
most efficient machinery available in world markets. 
As this involves not only equipment for newly built 
plants, but large scale replacements of obsolete 
equipment as well, indications are strong that the 
record demand for heavy machinery should con- 
tinue unabated as long as business activity in turn 
remains dynamic. For the first half of 1948, at 
least, assurance of this seems well founded. 

Only as recent as last September have potential 
buyers of machinery been able to compare the 
merits of the most modern machinery and machine 
tools in the first comprehensive exhibit since Pearl 
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Position of Leading Machinery Stocks 





h Price- Invest- 
—Net Per Share— Div. Div. Price Range Recent Earnings ment 
1946 1947 1947 Yield 1947-48 Price Ratio Rating COMMENTS 





American Mach. & Fdry....... $1.05 $1.85E $ .80 4.7%  2834-16!/2 $17 Ta C+3 eae © a ~— Ca 


king and other machinery. Dividend stable. 
/ Babcock & Wilcox... 2.94 10.06 3.50 7.0 61 -37!/4 50 4.7 C+2 Increasing demand for boilers enhances outlook 
X 





for 1948. Net earnings amply suffice to support 
ae eee _ 4 find 
-}2! ‘ 2 Diversified output of steel products finding 
BiawedOn oe |, 2.23 1.10 7.8 203%-12!/ 14 6.3 C+ nie Ge bak aan eae coe ae 
change in dividend policies apparent. 


Ue 3.40 7.75E 2.00 8.3 35!/3-18!/2 24 3.1 C+2 herpes producer of presses, with volume gains 
X 








likely to hold during 1948. Substantial profits 
assure dividend stability. 
Dominant facturer of road machinery, with 
prospects for long sustained activity. Present 
Cr — pnd g yet eta ol ‘ 
Wo-25) a | Strong uptrend in sales and profits favors cur- 
Buffalo Forge eecnnnnennne 3.56 6.70b 445 13.2 371/g-25\/4 33 ait Auten, Wedded coon ail canes at 
year end extra. 
7 5/n-1 4! 7 Bl Resumption of dividends indicates improved 
ll oS ee ees 1.14  def.30 Nil — 23%-14'/2 16 conus in machine tool industry, following 
stum p last year. 
Caterpillar Tractor 3.25 5.29 300 5.7 64 -491/, 53 10.0 B2 leading producer of track-type tractors and 
X 





SP 





DUCYEUS (CHO) 2c: | AOS 3.65E 1.50 8.8 2058-13/g 17 4.6 C+2 
X 











diesel engines. Record backlog orders enhance 
outlook. Earnings amply exceed dividends. 
Record sales causing large earnings, with no 
let up in sight for near term. Liberal dividend 
policies probable. 


aera V/5-12! 4 Cc Sharply higher volume likely to hold durin 
Cooper-B def.54 T.I5E 50 2.4 27'/2 12"/2 21 27 +2 near ( Pa with earnings holding at high 
3 — pps pore age psa a perhaps. 
5-15! fs € njoying record sale of diversified items. Up- 
Evans Products 3.29 4.08¢ 1.25 78 24!/2-15'/4 16 ; 7 trend in earnings and strong finances warranting 
Poser ane of ene extra once. 
3-32! yA B2 ood cost controls widening profit margins 
Ex-CellO nnn =—«3,038 5.23 2.6065 50%-32/—e 40 6 shame aalen teeer aale ame Ganesan tee 
ings outlook suggests maintenance of regular 
dividend. 
: 471 . —2 Impressive gain in sales bringing record earn- 
Fairbanks, Morse ................ - 5.14 7.05 2.50 5.8 60 -42'/2 a oe aie ings. Entry into diesel locomotive field may ex- 
x pand volume. 1948 dividends not likely to 
change. 
: 1/5.331 Fi Leading supplier of equipment for food pack- 
Food Machinery ..W.. 3.21 4.50E 2.00 5.9 39!/2-33'/ 34 7.5 A2 ox Saeek of esteem, leche omens 
xX strengthens dividend potentials, but no in- 
creased rate expected. 


1/5.191 K Heavy demand for oil refinery equipment in- 
Foster Wheeler... 10 1.50E 1.00 4.0 32!/2-19V/4 25 «(16.606 (CHI creasing ‘backlog. Satisfactory” earnings. lkely 
and dividends should remain at 25 cents per 
share quarterly. 

. A 1/5-14! y Strong trade position in cutting tools and 
Greenfield Tap & Die... 4.70 3.35E 1.20 8.0 2112-14! 15 4.5 C2 a improves cand ir er ce 
X —— share —— dividend —. — 
/,. i Another year of large earnings probable for 
Ingersoll Rand —.... 9.28 16.00E 9.00 7.5 136!/-107 120 75 A2 ‘hls lending sogeilies of capital gees te Gears 

WwW industries. Fair prospects for dividend extras. 


Joy Manufacturing _.......... 3.29 8.52 2.10 6.0 40%-25'/2 35 4.1 C+2 !mportant manufacturer of mining machinery, 
X 





nN 


Chicago Pneumatic Tool... 5.01 11.75E 3.50 12.0 3434-20!/, 29 2.5 C+ 
X 






































with exceptionally bright outlook. Recently in- 
oun php — a page von r 
A fe Volume potentials fortifie y heavy deman 
Link Belt 5.50 9.00E 3.00 5.2 66 -47 58 6.5 62 for machinery, chains, transmission and convey- 
xX ing equipment. Quarterly dividend recently 
supplemented by $1 extra. 
Mesta Machine ....- 2.56 3.03 2.50 6.7 47!/2-35%4 37 12.4 C+2 A leading manufacturer of heavy machinery for 


steel mills, enjoying a sharp uptrend in sales 






































9 last year. yer ee well Cpa 
i -23! Production of automatic metal turning machines 
ekly Monarch Machine Tool... 3.23 3.46 2.00 8.0 32 -23'/ 25 72 C-ra eae omatiek kee er ee a 
wn, any he one aoe in — rate. - 

° i rs ; Sizable backlog orders for automatic machine 

eri- National Acme on 5.23 4.90E 2.50 10.4 30 -21 24 4.9 C+2 male duel Gus cakes of ks eee 
least for six months. 50 cents quarterly dividend 
how secure. 

Ss A ¥y,. 95 Produces broad line of machine tools and pre- 
ent Niles-BomentPond ~def06 ~~. 488 60 15% % 10 — C-+T Produces broad ling of machine tools and pre 
ally near termination of Government surplus sales. 
yver Small dividend probably will be stable. 

A Heavy domestic and foreign demand for pre- 
TC TE a OS ae 4.04 7.78 A 3.00 8.1 47 -37 37 4.7 C+2 ddan tous Ws to Gee ae ee 
earnings. Strong finances warrant liberal divi- 

dends. 
i i H 7 Important producer of made to order heavy 
United Engineering & Fdry. 1.46 1.69d 2.00 5.3 43!/2-33 38 ee BI por venyae Mage po Reagfl: ntho pele 
dustries. Sales and profits trending fast upward. 

rers Dividend well assured. 

- i 1/5-|2! Specializes in production of cleaning and gar- 
ae U. S. Hoffman Machinery... 7.31 3.35E 15 5.8 33'4-12%4 13 3.9 ers — pont equipment, laundry machinery 
an etc. Probable decline in demand cou ring 
| lower earnings. 
<ets. ps . . 

* Vg-125 Produces milling machines and cutting tools. 
yuilt Van Norman Co... 2.97 2.60 1.40 10.8 18%-1258 13 5.0 B2 Slight probable: dip egy pee nig Beag 
slete a in 1948, Modest dividend probably 

safe. 
: 5/-| 7! A leadi roducer of heavy duty diesel and 
the Waukesha Motor - (53 454B 125 69 — 23%-17%q ‘184.0 B= A leading producer of heavy duty diesel and 
eal 7 position. Record earnings suggest declaration 
f ext this year. 
turn Worthi P & Mach. 9.64 17.59 2.000 3.6a 68!/2-48!/, 55 3.1 B2 Record denanad from utilities, oil, construction 
4 at x ee Sep — ° 7 , i 2 4 e and mining industries creating peak sales and 


profits. Conservative 50 cents quarterly dividend 
likely to be improved by extras. 





























ntial A—Actual earnings for fiscal year ended June 30. B—Actual earnings for fiscal year ended July 31. 
the a—Plus 10% in stock. c—9 months ended Sept. 30. 
hine b—9% months ended August 31. d—6 months ended June 30. 
earl 
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Harbor. An on-the-spot inspection of more than 
2,000 different items, made possible by the National 
Machine Tool Builders Association in Chicago, at- 
tracted over 100,000 key men from industries lo- 
cated in every State in the Union and in 30 foreign 
countries. This enterprise proved inspirational to 
the visitors, and promises to stimulate order place- 
ments impressively. 


Technological Progress 


To realize even partially how the machinery in- 
dustry has boosted its sales potentials by the intro- 
duction of more efficient equipment, our readers 
should know that in the opinion of leading en- 
gineers, more technological progress has been ach- 
ieved in the past five years than in any previous 
20-year period. General Electric’s affiliate, Hotpoint, 
Inc., for example, is spending $285,000 for a giant 
press to stamp out steel doors for electric stoves. 
Where a dozen men and six presses formerly were 
needed to do the job, only two men are required to 
accomplish the same end. Baldwin Locomotive has 
made a new 3800-ton press for one of its customers 
that saves fully 30 operations at one clip. Midland 
Steel Products is buying three presses with price 
tags averaging $250,000, to double the manufactur- 
ing speed of heavy truck frames. One of the big 
steel companies has just started to operate a huge 
new rolling mill, capable of turning out sheets at 
the rate of 70 miles per hour. 

Getting down to smaller equipment, there are new 
lathes that automatically load and unload them- 
selves, and multiple machines that by the touch of 
a button perform half a dozen operations one after 
another, cutting work time impressively. Where 
grinding formerly was required to finish very hard 
metal, a new machine now does precise chipping 
20 times as fast. Nor is speed alone the only sales 
enticement with some of these modernized devices, 
for many of them save floor space by their compact 
design. Additionally, product quality has been sub- 
stantially enhanced by uniformity of precision, 
though the speed of output has been greatly in- 
creased and a marked decrease in spoilage has 
resulted. 


Sales Appeal 


All said, it can be appreciated that where a manu- 
facturer can cut operating costs by as much as 
60%, reduce the number of operations by two thirds, 
substantial outlays for up to date equipment can 
only be regarded as wise, and perhaps as a life 
saver for his business in the long run. Multiply this 
consideration on a worldwide basis and the outlook 
for the machinery industry is decidely enhanced. 
A general business recession would undoubtedly 
check its progress temporarily, but under the spur 
of vanishing profit margins it should take most 
potential customers not very long to accelerate their 
acquisition of cost-saving machinery. Unfortunately 
many of them tend to defer sensible action during 
depression periods, and in the past the business of 
the machinery manufacturers has slumped badly at 
such times. Whether this disadvantage will again 
appear in poor times remains to be seen. Users of 
machinery may have learned a hard lesson from 
past experience, but investors in machinery shares 
should not take this for granted. 


Early in our discussion we mentioned that manu- 
facturers of machine tools generally did not share 
to an equal extent in the wave of expanding pros- 
perity characteristic of the industry as a whole. 
Concerns in this group had a prolonged struggle to 
readjust their operations when volume fell from a 
wartime peak of $1.32 billion to around $300 million 
during 1947, the latter about 8% below 1946, though 

well above the average of around $200 million in 
good prewar years. What pinched hardest last year 
was the much talked about flood of surplus Govern- 
ment tools pressing upon the markets at low prices. 
One large manufacturer of machine tools figured 
that competition from this source cost him more 
than $1 million in sales that he normally would 
have landed. 


Elimination of Surplus Machinery 


At one time nearly 700,000 of these surplus tools 
were offered at about one third of the price asked 
for new ones, and though many of them had been 
used or were rather obsolete, they found takers on 
a wide scale. Luckily, the number left for sale at end 
of the year was estimated at only about 120,000 and 
of these 40,000 have been earmarked for acquisition 
by the Armed services for permanent stockpiling. 
Hence it looks that with elimination of this stiff 
competition, 1948 sales of the concerns making new 
tools will trend upward. In this event their net earn- 
ings also should develop considerable improvement. 

Another factor that should help to expand earn- 
ings of the machine tool group in the current year 
is a considerable reduction in development expenses. 
All during last year, concerns in this group were 
heavily engaged in the initial work required to 
design their new models to adjust their schedules 
for mass production. Promotional outlays to intro- 
duce their modernized equipment also ran into 
unusually large amounts. As a result of the Chicago 
Show, it should be possible to cut selling expenses 
somewhat, though competition will be exceedingly 
keen. Now that production can proceed smoothly 
and high costs of cataloguing are no longer required, 
profit margins could widen moderately during 1948. 
It is true that unfilled orders in this segment of the 
industry declined to about $110 million at the end 
of last year, compared with $164 million a year 
earlier, but improved efficiency of the new designs 
promises to stimulate orders substantially from 
now on. 


Potentials in Mining Machinery 


A special branch of the machinery industry that 
is making record breaking sales with no indications 
of a let up for quite an extended period, is the 
group concentrating upon production of mining 
machinery. Concerns such as Joy Manufacturing 
Company are flooded with orders for the most up-to- 
date types of mechanized equipment. Mining com- 

“pany demand for cost-saving devices has been sub- 
stantially increased as higher wages have tended 
to threaten profit margins. This of course is par- 
ticularly true in the coal fields where thousands of 
concerns, large and small, are avid in acquiring 
automatic equipment of every kind in order to main- 
tain operations on a profitable basis as long as the 
tremendous demand for coal continues. In like man- 
ner, miners of iron ore, (Please turn to page 668) 
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GEORGE W. MATHIS 


Wien the setting of peacetime sales records in 
1947, the automobile industry is a step nearer to 
the point when once more supply-demand factors 
will come into play. The timing of this event is one 
of the more difficult tasks of business prognostica- 
tion, but at any rate, the immediate outlook for the 
industry is bright. Although many new profit peaks 
were established by individual companies last year, 
the sustained large demand and the improvement 
in supplies indicate that further gains may be re- 
corded by passenger car builders this year. Yet the 
underlying factors that prevail in this industry are 
exerting a steadily increasing pressure. 

With the solution of production problems, empha- 
sis is again veering towards selling particularly in 
the medium and higher price fields. The price factor 
is of primary importance: Sharp advances have cut 
into potential markets for new cars and any further 
price increases will intensify this trend. 

Reflecting the abnormally high consumer incomes, 
the tendency in recent years has been toward wider 
markets for medium-priced and higher-priced cars, 
in contrast with the preponderance of sales in the 
lowest price bracket of former years. Once current 
demands have been met, production and sales em- 
phasis may be expected to revert again to low-priced 
models and much sooner so if a sizable business 
recession sets in. Should this materialize, the auto- 
mobile industry cannot avoid its effects, even though 
all pent up demands have not been satisfied. The 
deflationary influences of wide commodity price de- 
clines have already induced an attitude of caution on 
the part of the public. If this trend should deepen, it is 
ultimately bound to be reflected in production sched- 
ules. While current automobile prices do not seem un- 
duly high in relation to prices of other goods, 
deflationary trends will leave their mark on 
buyers’ attitudes. Many prospective car buy- 
ers may then be inclined to postpone contem- 
plated purchases. Such developments are not 
looked for within the next few months; but 
they must be borne in mind as events that could 
develop rapidly under continued deflation. 


Impending Model Changes 


That the industry is well aware of this 
possibility iss indicated by current plans 
for the introduction of new models. This in- 
variably serves as a stimulant to sales. Stude- 
baker was the first of the independents to 
produce a completely restyled model. Kaiser- 
Frazer capitalized on its initial bow as a new- 
comer by introducing post-war changes in 
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appearance and construction. Last 
year Packard and Hudson restyled; 
while this year General Motors got the jump on 
its big competitors by introducing new models in 
Cadillacs and Oldsmobiles. Later this year new 
models of the other General Motors cars are ex- 
pected to make their appearance. Ford is retooling 
to produce an entirely new line of Lincolns and 
Mercurys; its new Ford should be out by early sum- 
mer. While Chrysler will continue to produce pres- 
ent models for the greater part of this year, plans 
call for an entirely new line of cars to be on the 
assembly line in 1949. 


“Big Three” Competition 


The aggresive effort of Ford to regain its former 
leadership will bear watching. Although it is gen- 
erally known that the Ford Motor Company, relying 
on its past achievements, lost out competitively to 
General Motors and Chrysler during the Thirtees, 
the progress of the latter two was made relatively 
more at the expense of the small companies. Efforts 
of Ford to recapture leadership, in the face of con- 
tinued aggressive policies on the part of General 
Motors and Chrysler, will lead to very keen compe- 
tition—far more than in the preceeding decade. It 
may hurt the independent producers to a varying 
degree. 

Ford’s ambitious plans envision not only a recap- 
ture of its formerly dominant position in the low- 
priced field but also obtaining a larger share of the 
medium and high-priced car market. Last year pro- 
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duction of this class of cars amounted to more than 
52% of total passenger cars, compared with only 
48% in 1941. Ford’s share of this was only 8.3%, 
a figure which undoubtedly the management will 
want to improve. With representation in every price 
field for the first time, Ford is expected to provide 
stiff competition, although unquestionably not 
enough to dislocate the basic position in the indus- 


try of such concerns as General Motors and 


Chrysler. 


An analysis of the all-important low-priced field 
presents interesting aspects. Chevrolet, Ford, and 
Plymouth dropped from accounting for 52% of the 
total in 1941 to 46% in 1947. During this period, 
Ford gained from about 30% to 36% ; Chevrolet de- 
clined from about 47% 


(Please turn to page 670) 








Statistical Position of Automobile and Truck Manufacturers 





Working —Net Per Share— 
Capital* 
($ Million) 1946 


Est. 
1947 


Div. 
1947 


Div. 
Yield 


1947-48 


Price 


Price- 


Ratio 


Invest- 
Price Range Recent Earnings ment 
Rating 


COMMENTS 





Autocar 





$10.0 $3.54 


$3.96 A $2.00 


12.4% 


295/g-15!/2 


$16 


4.1 


C3 


Independent producer of heavy trucks. 
Competition very keen. Earnings may 
decline moderately this year but should 
hold above prewar years for some time. | 
50c quarterly dividend may continue. | 








Chrysler 
X 


214.0 3.09 


7.50 


2.874 


5.2 


667-5234 


55 


7.3 


Ranks second in production of cars; third 
in production of trucks. Has shown good | 
—— power. a soe earnings in-| 
dicated for last year. Outlook favorable. | 
Dividend increased to $! quarterly. 





SS | ae er ay 


8.5 2.29 


4.50 


10.2 


247-16 


3.8 


C+3 


tras to 25c quartely dividend possible. | 





Produces heavy duty and lighter trucks. 
Faces severe competition from larger, | 
well-integrated concerns. Longer term 
prospects unimpressive. Additional ex- 





Federal Motor Truck____ 


4.5 1.50 


0.90 


10.0 


144/,- Ve 


3.0 


B3 


Manufactures trucks in a variety of 
models. New management has made, 
= improvement. Near term prospects| 
avorable; longer term clouded. 10c) 
quarterly dividend will likely receive | 
other extras. | 





Fruehauf Trailer 
xX 


30.1 4.30 


1.00 


5.3 


39-18 


5.4 


B2 


Largest manufacturer of truck-trailers. | 
Ne aaa efficiency and uptrend in} 
highway freight volume impart specu- | 
lative age ossibilities to stock. 25c¢! 
quarterly dividend appears secure. 





General Motors _... 


846.9 1.76 


3.00 


§.7 


657-51 '/g 


53 


aa 


Well diversified producer of cars, trucks, 
diesels, refrigerators, etc. Prospects 
bright. Good quality stock pays liberal | 
dividends. Current rate of 75¢ quarterly | 
may be raised. | 





Hudson Motor Car... 





26.2 1.51 


3.10 


-40 


2.5 


2112-122 


16 


Sez 


Cl 


Introduction of advanced models bright. | 
ens medium-term outlook. Sharp gain in 
earnings indicated this year. !0c quar- 
terly dividend should continue; other 
disbursements possible. 





Kaiser-Frazer 


26.6 def4.82 


4.11 P 


Nil 


184-5 


v5 A 


C2 


Has made good progress; ranks fourth 
largest automobile producer. Ability to 
maintain position still to be demon- 
strated. Large capital needs will likely 
postpone dividend payments. 





Mack Trucks — 
WwW 


34.4 defl.48 


10.00 


5.50 


60 -41% 


46 


4.6 


B2 


Leading producer of heavy-duty trucks. 
Earnings probably reached new peak 
last year. Well sustained opertions in- 
dicated. Quarterly dividends have 
steadily increased. 





Nash-Kelvinator eae 


417A 


1.10 


6.9 


195-14 


3.8 


Cri 





Produces dium-priced t biles 
and electric refrigeration equipment. 
Good prospects in sight. Cash position 
strong. Dividend recently increased to 
35c quarterly. 





Packard Motor 


def.01 b 


15 


3.7 


7%- 4%, 


Cae 


Sharp improvement in operations ex- 
pected. Prospects good. But large capi- 
talization moderates per share earnings. 
Recent |5¢ dividend matched last year's 
total payments. Further disbursements 
likely. 





ine ANONS 6s 


3.00 


12.4 


331/g-24 


24 


2.5 


Ges 


Produces light and heavy-duty trucks, 
transit coaches, and school busses. 
Good operating profits should be well 
maintained. Conservative 62!/.¢ quar- 
terly dividend may receive further year- 
end extra. 





Studebaker ___. 


3.50 


50 


ra | 


25/g-16 


4.9 


Cra 


Turns out commercial vehicles in addi- 
tion to passenger cars. Good earnings 
gain expected this year. Large capital 
needs indicate conservtive dividend 
payments. 





Twin Coach ___ 


5.0 def3.57 


Nil 


17%/4- 97 


2.2 


Produces transit motor coaches and 
busses. Prospects favorable. While peak 
appears passed, earnings should con- 
tinue well above prewar years. Dividend 
payments may be resumed. 





White Motor _. 


17.0 2.87 


7.25 


1.56 


75 


2978-19 


20 


2.7 


B2 


Leading manvfacturer of industrial and 
commercial vehicles of various types. 
High level of operations indicated. 
Stock or other financing may be neces- 
sary. Further extras to 25¢ quarterly 
dividend possible.e 





Willys-Overland _... ois 


21.9 .08 


I9A 


Nil 


13'2- 6% 


7 


Cai 


Produces civilian jeeps, station wagons, 
and trucks. Large deferred demands 
point to good — gain. Large 
capital needs may defer initiation of 
dividend payments. 








P—Preliminary. 
A—Actual. 
a—Adijusted. 





*—Latest Indicated. 


b—For nine months ended Sept. 30. | 
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Divergent OLibol 


FOR 


MOTOR ACCESSORIES 





By PHILLIP DOBBS 





 — confidence in the favorable pros- 
pects for automotive parts manufacturers appears 
warranted for 1948, after weighing all the factors 


involved. Progress in this industry is so closely 
allied with that of the giant producers of passenger 
cars and trucks that the firmly based bright outlook 
for the latter gilds the potentials of its suppliers. 
But trends are shaping up that to some degree may 
bring divergent results to individual concerns, while 
uncertainties that may affect every form of industry 
cannot be overlooked. ‘ 

For the parts group as a whole, the peace boom 
that got well under way last year brought high 
sales and often peak profits, with aggregate volume 
forming a substantial base upon which to sustain 
net earnings. Indeed, 25 leading companies ex- 
perienced an average rise in sales of 58% over 
1946, for totals well in excess of any prewar records. 
What stimulated business in this field so impres- 
Sively was in part the production of more than 5 
million passenger cars and commercial vehicles by 
MARCH 


13, 1948 


United States and Canadian 


manufacturers, requiring a 
flood of original new equip- 
ment. 


Then, too, the 32 million old 
cars on the road, with an 
average age of 8 years, cre- 
ated an abnormally high de- 
mand for replacement parts. 
Though sales of these latter 
items aggregated about $2.3 
billion, volume tended to slip 
off by some 15% towards the 
end of the year, as demand 
accumulated during war years 
approached a satisfaction 
point. Hence peak demand for 
replacements may have passed 
into history for a while. De- 
spite this adverse factor, 
though, the increased demand 
for original parts more than 
compensated by raising the 
level of over-all sales. 

As for 1947 net earnings, 
the tense struggle of the lead- 
ing automobile manufacturers 
to secure adequate supplies 
and parts of every kind for- 
tified the price policies of the 
parts makers. Materials costs 
advanced steadily during the 
year and practically all con- 
cerns in the field were forced to raise wages at various 
intervals. Advantages from expanding mass produc- 
tion, modernized machinery and improved coordina- 
tion of operations, along with price adjustments, 
however, tended to offset the impact of rising costs. 
Net earnings generally were extremely satisfactory 
last year, in many instances after liberal allowance 
for contingency reserves of one kind or another. 


This Year’s Outlook 


Turning to 1948, the well-sustained high level of 
national income plus an expanding flow of steel and 
other raw materials has caused the makers of cars 
and trucks to lift their sights in estimating output 
in the current year. We refer our readers to another 
article in this issue of the Magazine for a detailed 
appraisal of the outlook for the automobile manu- 
facturers; since this reveals optimism over the pros- 
pect for larger production, similar advantayes 
should accrue to the suppliers of original equipment. 
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Statistical Data on Leading Automotive Parts and Accessories Companies 





Net 
Working —Net Per Share— 
Capital* 

($ Million) 


1946 


Est. 
1947 


Div. 
1947 


Div. 
Yield 


1947-48 


Price- 


Price Ratio 


Invest- 
Price Range Recent Earnings ment 
Rating 


COMMENTS 





American Bosch 


$7.0 $ .55 


$1.03 d 


$.75 


7.5% 


1794-9 


. + | no CrzZ 


Substantial uptrend in volume, but only 
moderate profits per share probable. 
Rather liberal portion of earnings paid 
in dividends. 





Bendix Aviation 


63.1 37 


7.58A 


2.00 


7.4 


39!/2-26 


27 3.6 B3 


Sharp rise in earnings partly caused by 
transfer to income account of unused 
reserves. Outlook good and current divi- 
dend rate secure. 





Bohn Aluminum & Brass. 


12.1 4.66 


2.65 b 


6.5 


59 -29'/2 


31 psa B3 


Reduced demand adversely affecting 
earnings to some exten¢, but probably 
not endangering lowered dividend rate. 





BON ONOMT ooo 
X 


3.66 


4.6 


55 -37% 


45 Fe) BI 


Broad demand for diversified output es- 

tablishing peak earnings. 1948 pros- 

pe bright. Dividend amply protected 
y net earnings. 





Bower Roller Bearing... 


4.3 3.23 


5.9 


39!/2-32 


34 5.9 BI 


Chances for earnings stability enhanced 
~ good long term record and favor- 
able outlook for this specialist. Divi- 
dend improvement possible. 





JOS" | ahaa Sie Sea 
X 





Briggs & Stratton 


16.9 2.25 


6.9 


40!/2-28!/g 


29 8.3 C+ 


Increasing steel supplies should hold 
sales af high level, both for automotive 
and plumbing items. No change in 
dividend rate probable. 





3.4 3.15 


9.3 


315%-23'/, 


aT 6.0 


Specialist in production of 4 cycle and 
small hp engines. Conservative dividend 
likely to be supplemented by year end 
extra in 1948 as in previous year. 





Budd Company —__.... 


34.9 defl.46 


1.65 


147- 8 


8 4.8 Cl 





Substantial orders for auto bodies and 
railway cars building up volume and 
net profits. Modest dividend may be 
improved during current year. 





Campbell, Wyant & Cannon 
X 


BY 2.98 


4.35 


9.6 


34!/2-21'/, 


26 6.0 C+2 


Strongly entrenched as producer of alloy 
castings for automotive industry. 1948 
outlook favors continued satisfactory 
earnings. Dividend seems entirely safe. 





Clark Equipment .... 
X 


1.94 


7.00 


2.754 


95 


34!/2-23 


ay 4.1 


Profits are expected to continue at peak 
levels during current year, due to heavy 
demand for company's specialties. 
Stable dividend indicated. 





Cleveland Graphite Bronze. 


9.3 3.64 


4.75 


2.500 


8.9 


3574-27\/g 





Collins & Aikman Les 


3.7 


3le 


1.50 


7.5 


46 -20!/, 


28 5.9 


Broad markets for bearings lend prom- 
ise to 1948 prospects. Good past divi- 
dend record adds appeal to shares. 
Dividend variation unlikely. 





Heavy forward buying by customers 
earlier in 1947 reduced later sales and 
earnings, but trend may reverse in cur- 
rent year. Dividend potentials clouded. 





Dana Corp. ..... 
x 


17.7 44 


5.23 A 


70a 


3.3 


263%4-19'/2 


21 4.0 BI 


Addition of new products along with ex- 
panded facilities enhances outlook for 
well sustained volume and profits. Capi- 
tal needs may preclude advance in 
dividend rate. 





Eaton Mfg... 
X 


2.8 4.02 


10.6 


5734-425, 


47. «5.7 BI 


Strong trade position and enlarged 
capacity strengthen near term poten- 
tials. Record earnings may bring extra 
dividends or increase in rate. 





Electric Auto Lite 
WwW 


37.4 


3.00 


6.7 


6554-43 





Electric Storage Battery.......... 
WwW 


27.1 


3.00 


6.0 


5759-47 





Hayes Mfg. 


4.1 24 


1.57A 


Nil 


956- 454 





Houdaille-Hershey 


4.00 


7.1 


197-13/, 


45 6.3 Bl 


Established maker of electric equipment 
for automobiles as original and re- 
placement items. 1948 earnings may 
equal those of last year, but dividend 
policies conservative. 





50) 8.3 BI 


Prospect of continued strong demand 
for original and replacement items cre- 
ates warranted optimism. Dividend rise 
possible. 





VT 45 I 


Sizable backlog enhances prospects for 
first half year. Peak volume widens 
margins. Resumption of dividends indi- 
cates management confidence. 





14~« «35 CHI 


Leading producer of bumpers, shock 
absorbers, etc., with favorable outlook 
for 1948, Conservative dividend should 
continue. 





Kelsey-Hays “B” 


9.2 defl.52 


5.36A 


75 


4.2 


2196-13% 


Largest independent wheel manufac- 
turer, enjoying high sales and ample 
profits. Fair prospect for increased 
dividend liberality. 





Midland Steel Products....... 


2.90 


10.00 


4.00 


10.8 


451/4-297/ 


37.o3.7S—té«CS +S 


Sales and earnings at record levels and 
should be well sustained for some time. 
Potentials for extra dividends promising. 








Motor Products . 


4.78 A 


1.50 


6.2 


27'/4-17 


24. #50 CHI 


Diversified output a ready takers. 
Gain in earnings possible during 1948, 
enhancing chances for larger dividend. 





Motor Wheel 


21 1.47 


2.75 


1.20 


6.0 


274-19 


20. #73 ®2C+I 


With indicated large sales to auto 
manufacturers and others during current 
year, dividends should at least match 
those of 1947. 








Murray Corp. of America....... 


def.77 


2.85 A 


1.00 


7.7 


17 - 9% 


Cr 


Improved steel supplies favor enlarged 
output of stamped bodies. Earnings! 
should continue to amply assure divi-| 
dend stability. | 





Raybestos-Manhattan __.._ 


14.3 2.63 


3.15 


~ 2.00 


6.9 


41-2894 


29 9.2 B2 


Strong finances and diversified output) 
lend confidence to well sustained oper- | 
ations in current year. No change in| 





Reynolds Spring a 





1.4 def3.25 


LOLA 


Nil 


163%4- 77% 


Cri 


Record sales and improved conditions 
should bring favorable results this year. 
Resumption of dividends a possibility. | 


dividend likely. | 
| 
| 
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Labor troubles in key industries, alloca- 
tions of materials, and heightened 
competition, though, could create unpre- 
dictable difficulties, and caution always 
points to the possibility of major economic 
readjustments on the road ahead. 

Granted smooth sailing during 1948, it is not 
unreasonable to hope that the hundreds of manu- 
facturers producing original equipment will have 
all the business they can handle to permit con- 
struction of over 3.5 million passenger cars and 
some 1.5 million trucks in the current year, the goal 
set by the car manufacturers. 

The apparent slackening of demand for replace- 
ment parts should not arouse pessimism over the 
earnings prospects of parts manufacturers. The 
enormous number of powered vehicles over-age by 
prewar standards, and the slim prospect that de- 
mand for new cars can be satisfied any time soon, 
combine to enhance potentials for high level activity 
by the makers of parts. Chances seem to be very 
good that volume dips will strike a floor far above 
any prewar experience and continue around such 
levels indefinitely. Further supporting this assump- 
tion is the fact that car owners perforce have 
learned that through adequate renewal of parts, 
their automobiles can give excellent service far 
longer than was commonly realized. As an example 
of this trend, some of the large car manufacturers 
such as General Motors and Chrysler during the 
past two years have sold hundreds of thousands of 
completely new engines for installation in old cars, 
thus decidedly prolonging their usefulness at a cost 
of only a few hundred dollars. Such policies may 
tend to swell the demand for other replacement 
parts enough to lift over-all volume of the parts 
industry above 1947. 

Why Demand Declined 

Other factors accounting for the decline in re- 
placement demand may prove to be transient. For 
one thing, the abnormally severe winter has tended 
to restrict driving all over the country. This kept 
many million cars locked in their garages. Also, 
gradual top-heavy accumulation of used cars in the 
hands of second-hand dealers put many vehicles at 
least temporarily out of operation. Besides which 
the recent steps taken by the Canadian Government 





to restrict imports of auto parts to 80% of 
the 1947 volume tends to restrict sales. On 
the other hand, now that spring weather is 
close at hand and the usual seasonal up- 
trend in used car sales gets under way, vol- 
ume of the parts suppliers should be bol- 
stered or at least experience a greater degree of 
stability. 

Increased competition among suppliers of replace- 
ment parts naturally will create a major test of 
selling ability on the part of individual concerns. 
While steel shortages still preclude all-out produc- 
tion of many kinds of parts, and numerous other 
items such as batteries are still in scant supply, the 
output of such products as glass, upholstery and 
brake linings has reached a point where sales forces 
are taking off their coats to get orders from job- 
bers,dealers and repair stations. 

What counts in these expanding efforts is that 
the heaviest competition in this field originates from 
the big automobile manufacturers themselves. Gen- 
eral Motors, for instance, is a far larger producer 
of parts than any of its outside suppliers, normally 
selling its dealers about 25% of total parts produced. 
Right now GM is busily at work attempting to push 
the percentage up to 30%, it is said. It can be taken 
for granted that all of the large concerns manufac- 
turing cars are pursuing similarly constructive 
policies. 

Quite aside from the cyclical influences that affect 
periodic operations of automobile parts and acces- 
sory concerns, including both makers of original 
equipment and replacements, their contractural 
agreements every now and then expose this and that 
company to the danger of major variations in orders 
from year to year .Some of the important specialists, 
to be sure, have enjoyed well sustained relations 
with the large car manufacturers over an extended 
period, though more than one case could be cited 
where the latter shifted at short notice from one 
substantial supply source to another. In times like 
the present, when prompt deliveries rather than 
tight pricing are the transcendent factor, continued 
receipt of large orders is better assured than in 
normal periods when questions involving a few cents 
per item often turn the scales. 

(Please turn to page 672) 
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| Statistical Data on Leading Automotive Parts and Accessories Companies 

FS he se . 22.0 4.52 600A 1.00 2.1 62!/-38 47 7.8 Bl Heavy demand for pipe, auyo frames 

| and heating equipment, resulting in 

| record breaking earnings, like to con- 
| — ——_ ae ee tinue. Dividend well ossured. 

| Standard Steel Spring... 7.0 1.08 2.00 50 4.5 17/g-10%7/ Wl 5.5 C+1 Enjoys bright prospects for well sus- 
tained peak earnings during medium 
term. Dividend may be improved in due 

nn ee Ee eS ee 7 course. 

Stewart Warner . 15.8 1.65 2.00 1.00 V7 19!/2-12'/, 13 6.5 C+2 Substantial rise in net earnings last year 
may be extended somewhat in current 
period. Dividend status not likely to 

Ps - ad ee ae ~ _ Qmagg, ea a, vary. 

|Thermoid ..... poi: ~ EMO 2.13 1.00 90 10.0 137- 85% 9 9.0 C+1. Important producer of asbestos and 
rubber items with good outlook for 
gains in earnings. Small dividend well 

——__________ eit Pe See DB TR Ey tacts ey oe 2 = I a, Den assured. 

Thompson Products 27.3 2.71 9.00 2.00 4.7 59!/-38 43 4.8 BI Combined sales to automotive and air- 

X craft industry trending sharply upward, 
along with earnings. Greater dividend 

- - PN ee ae ee ee ee ee ee ee i _ liberality quite possible. 

Timken Detroit Axle ry Sy 1.43 2.91 A 1.25 7.0 2134-1534 18 6.2 B—| Diversification of output tending to ex- 
pand volume. Favorable outlook assures 

oe = [a er eT ee ae ee ee ae ee ; continuity of current dividend rate. 

Timken Roller Bearing. 36.2 2.27 5.25 3.00 6.6 5334-40!/, 45 8.6 Bl! Widespread demand for bearings sus- 
taining volume and profits at peak 
peacetime levels. Change in dividend 

$$ : ae ee Se Oe Le A ee ee eae ee ai policies improbable. 

Young, L. A. Spring & Wire 5.7 .67 3.52A 1.00 5.9 2354-14!/, 17 4.8 BI Rise in earnings for first quarter of fis- 
cal year indicate 1948 net may reach 

ee - ——— new peak. Dividend prospects bright. | 
A—Actual, . a—Adijusted. c—9 months ended Nov. 30. 
—Latest indicated. b—9 months ended Sept. 30. d—9 months ended Sept. 28. 
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PROFIT 


INCOME 


Duration 


In the 50-year history of the 
Dow-Jones industrial average the 
longest bear market ran for about 
34 months from Spet. 3, 1929, to 
July 8, 1932. The shortest lasted 
only about four and three-quar- 
ters months, from Nov. 12, 1938, 
to April 8, 1939. The present sit- 
uation is peculiar, for in the de- 
cline from the 1946 bull market 
top the low to date in the Dow in- 
dustrials was made as far back as 
October, 1946. Should that low 
hold, this will have been one of 
the shorter bear markets—less 
than four and a half months. 
Should it be broken, no matter 
by how little, this will become one 
of the longer bear markets. As- 
suming that it is still a bear 
trend, it is already a little over 
21 months old. The bear market 
of 1919-1921 ran 22 months; that 
of 1937-1938 for just under 13 
months; that from September, 


1939, to April, 1942, for a little 
over 31 months. 


Opinion 


As we have noted at various 
times before, the Dow industrial 
average is a defective measuring 
device, especially as applied to 
major market swings. As shown 
by more reliable indicators, the 
major lows so far were made last 
May, making the bear market 
about a year old as of that time. 
This column believes it is still a 
bear market, and that there is a 
good chance it will end within the 
present year. Assuming the final 
low is in 1948 but after the first 
quarter, the bear market could 
be anywhere from roughly 22 
months old to 31 months when 
completed. The severity of major 
declines has usually had some re- 
lations to their duration, but is 
to be doubted that this will be so 
in the present instance. In total 








Carrier Corp. 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 





Peabody Coal Co. 





Smith, A. O. 





Royal Typewriter 


Southwestern Public Service................................ 





Cleveland Elec. Ill. 





Detroit Steel Products 





El Paso Natural Gas 








General Plywood 
Glen Alden Coal 





*For 1947 and 1946 





1948 1947 
12 mos. Jan. 31 $3.47 $1.02 
9 mos. Jan. 31 2.21 53 
Jan. 31 quar. 3.41 25 
12 mos. Jan. 31 2.44 1.90 
Jan. 31 quar. 1.03 85 
Year Dec. 31* 2.80 *2.55 
Year Dec. 31* 6.25 *2.41 
Year Dec. 31* 5.13 3.64 
Year Dec. 31 5.16 4.62 
Year Dec. 31* 3.15 2.82 
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percentage drop, this column ex- 
pects it to be among the more 
moderate bear markets. Probably 
the 20-point zone under 163 in 
the Dow average is a buying 
zone. However, all past experi- 
ence teaches that buying after 
adequate evidence of stabilization 
is likely to be safer and more ad- 
vantageous than scale-down buy- 
ing on what cannot be much more 
than a “hunch” basis. 


Resistance 


At the mid-February low the 
Dow industrial average, as well 
as more representative daily price 
indexes for the industrial list, got 
to within 2% or so of the old 
low. However, the number of 
stocks making new bear-market 
lows individually was relatively 
moderate—more so than on a 
couple of previous downside 
tests. So far as it goes, this evi- 
dence of well-diffused support is 
encouraging. Even a number of 
stocks which long had been “bad 
actors” have appeared stabilized 
for several weeks—“making a 
line’ as the chartists call it. How- 
ever, the general trend is the de- 
cisive consideration. If the “Dow” 
eventually goes to a new low, so 
will the vast majority of specula- 
tive issues, no matter how de- 
flated they may already seem. 


Yields 
With total dividend payments 


still trending up, representative 
industrial stocks at the February 
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lows reached an average yield 
basis of over 6% for the first 
time in this bear market, well 
over twice the yield on high- 
grade corporate bonds. The high- 
est average stock yield ever seen 
(over 10%) was in 1932, under 
panic conditions. However, bond 
yields then were roughly twice as 
great as now. In fact, the yield 
differential, in favor of common 
stocks, is now over 20% greater 
than the widest differential of 
1932. However, it is considerably 
less wide than was seen near the 
end of the 1937-1938 bear market 
or in the final month of the 1939- 
1942 bear market, when bond 
yields had been sharply lowered 
by the Government’s  cheap- 
money policy. At the 1942 low 
the return available on typical 
industrial equities was over three 
times that on high-grade bonds. 
There are a number of things, 
including the disturbing world 
situation, which make for low 
speculative confidence, and put a 
premium on safety. Regardless of 
interim fluctuations, this column 
suspects that we are in for an 
extended period of relatively high 
yields on common stocks. Cer- 
tainly from an income stand- 
point, common stocks will offer 
better opportunities than in some 
years, although careful choice 
will be essential. 


Tampa Electric 


Current yields on many oper- 
ating utility stocks are attractive 
and it is improbable, in this col- 
umn’s view, that these issues are 
going importantly lower. Tampa 
Electric is one of many examples. 
Dividends, liberal in relation to 
earnings, have been paid without 
interruption for some 40 years. 
Due to the nature of the territory 
served in Florida, earnings have 
shown good stability over the 
long term. Growth prospects are 
above-average as utilities go; and 
should involve no financing diffi- 
culties in view of the company’s 
high credit status. There is only 
$13.5 million of funded debt, 
carrying an average interest 
charge of roughly 23/.%, ahead 
of the 597,867 shares of common. 
The indicated $2 dividend rate on 
the latter now yields about 6.7% 
return. Among a number of other 
good utilities and their current 
approximate yields are: Boston 
Edison, 6.5% ; Cleveland Electric, 
6.1%; Dayton Power & Light, 
7.2% ; Ohio Edison, 6.9% ; Pacific 
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Gas & Electric, 6.2%, Philadel- 
phia Electric, 5.5%. 


Movies 


At recurrent periods, for years, 
there has been talk that Holly- 
wood was really cutting out ex- 
travagance and getting down to 
business. This time it is believ- 
able, because it is a matter of 
necessity. People are staying 
away from the average picture 
“in droves,” although flocking to 
see the small minority of good 
ones. Both abroad and_ here, 
enough good movies have been 
produced at reasonable cost to 
prove that it can be done. The 
requirements are talent, imagina- 
tion and a modicum of business 
prudence. At least with respect to 
the last two of these require- 
ments, lean pickings should help 
Hollywood. Meanwhile, the movie 
stocks begin to look pretty well 
sold out. We would not get more 
and more bearish on them from 
here on; but their road back up 
the hill in the stock market prob- 
ably will be a long one. 


Sutherland Paper 


Sutherland Paper ranks high 
in the paper industry with re- 
spect both to long term growth 
and relative stability. The bulk of 
its business is manufacture of 
custom-built paper containers for 
foods, tobacco and other con- 
sumption-goods items subject to 
pretty steady demand. Between 
1929 and 1939, earning power al- 
most doubled. From 1939 through 
1947 it more than tripled to a 
record $6.87 a share. The continu- 
ing expansion of facilities has 
been financed .out of surplus prof- 
its. Sole capitalization is 344,000 
common shares. The book value 
is about $36 a share, net working 
capital about $15 a share. Divi- 





dends of $2.50 last year, although 
a record high, seem conservative 
and readily supportable. The 
stock, at 39 and yielding 6.4%, 
offers a solid value from any 
longer-term point of view. 


Radio 


On a gross business of over 
$314 million in 1947, the Radio 
Corporation of America managed 
to earn a profit of $1.12 a share. 
This is excellent, since earnings 
in most years have been figured 
in pennies per share. Although 
well down from its bull-market 
high, the stock does not look 
cheap on a statistical basis—al- 
though it rarely does, and the 
same, of course, can be said for 
the majority of low-price stocks. 
Around 8, it is selling for over 
7.1 times boom-earnings per 
share. You can buy a great many 
better stocks at price-earnings 
ratios no higher than that, and 
many at lower ratios. That ap- 
plies, for example, to most of the 
top-flight oils, to name but one 
group. Regardless of values, there 
are times when low-price stocks 
are excellent speculations. We do 
not think this is one of those 
times. 


Textiles 


Every branch of the textile in- 
dustry has heavy booking, and 
professes optimism on prospects. 
This column, nevertheless, has 
some reservations. Consumer re- 
sistance to high apparel prices 
cannot be lightly dismissed, and 
profit margins, especially in cot- 
ton and woolen goods, are abnor- 
mally wide. A shake-down seems 
bound to come, and this looks like 
the right year for it. Basically, 
the rayon branch of the industry 
is by far the best situated. 


























DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1947 1946 
American Home Products. Year Dec. 31 $1.72 $2.46 
Beck: (A. S.) Shoe Corp. Year Dec. 31 3.40 4.49 
CLE] | Se enews ela eee eee Year Dec. 31 3.01 3.44 
Parker Rust-Proof oo. . Dec. 31 quar. 88 1.04 
Ruppert (Jacob) . eee Cl EL 2.06 3.84 
Ree Co | FL <-) aaa leaner 6 mos. Dec. 31 2.73 4.32 
Thatcher Glass Mfg. ............................. Year Dec. 31 2.29 3.42 
Thompson Co. (John R.). Year Dec. 31 99 1.70 
Victor Chemical Works... Year Dee. 31 2.47 2.65 
Powdrell & Alexander... Year Dec. 31 3.46 5.57 
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Is Fear of 
Inventory Losses Overdone? 





(Continued from Page 635) 


unlike the trade groups, no net 
liquidation occurred in any month. 
However, the rate of inventory 
accumulation declined fairly 
steadily to the end of the year and 
since then, a further drop is more 
than likely. This goes for the 
overall inventory picture. Also of 
interest is the fact that among 
manufacturing industries, fin- 
ished goods inventories increased 
more rapidly during last year 
than other inventories. The re- 
sulting composition, as shown in 
another tabulation, showed bet- 
ter balance than the year before 
and was more in line with pre- 
war proportions, though - still 
showing marked differences. 
Thus the ratio of finished 
goods to total inventories rose to 
32% from 29% at the beginning 
of 1947. At the end of 1939, by 
comparison, the ratio was fully 
40%. Finished goods stocks of 
manufacturers, in other words, 
are considerably less than pre- 
war, both in relation to total in- 
ventories and physical volume, if 
the price rise is taken into con- 
sideration. Essentially this is a 
healthy feature. The same can be 
said for the ratio of total inven- 
tories to sales. Whereas back in 
1939, inventories were 2.4 times 
sales (on a monthly basis), they 
were only 1.6 times sales at the 
end of 1947. Actually, in prewar, 
the ratio was frequently as high 
as 3.5 times. Thus in relation to 


sales, inventories today are far 
from excessive; one suspects that 
in many cases, they may be just 
large enough to cover current 
business requirements. 

On the other hand, purchased 
materials and goods in process 
last year accounted for about 
68% of total inventories whereas 
in 1939 they accounted for some 
60%. Goods in process amounted 
to 24% of total inventories at the 
year-end, barely changed from 
the 23% figure at the beginning 
of the year. Purchased materials 
on the other hand declined from 
48% to 44%, indicative of the 
generally more conservative atti- 
tude in buying policies. 

As far as manufacturers inven- 
tories are concerned, it is note- 
worthy that over two-thirds of 
the 1947 inventory increment was 
in durable goods industries. Year- 
end stocks held by the latter were 
estimated at $12.4 billion, those 
of non-durable goods industries 
at $11.3 billion, little changed 
from the November peak figures. 
In December, last month | for 
which official data are available, 
they went up only $77 million but 
reached a postwar high of $23.69 
billion. The increase was the 
smallest registered in any 1947 
month except July. Important is 
of course that business sales, in 
all three categories, throughout 
kept pace with rising inventories 
right down to the present. Thus 
total business sales in December 
jumped to over $42.5 billion, a 
rise of more than $3 billion. 
Manufacturers’ sales jumped 
$800 million to some $15.5 bil- 
lion; wholesalers’ turnover was 








| TOTAL BUSINESS SALES 
Manufacturing . 
Durable goods 
Nondurable goods 
Wholesale ................ 
Durable goods 
Nondurable goods 
Retail 
Durable goods 
Nondurable goods 


TOTAL BUSINESS INVENTORIES.. 
Manufacturing ......... ee 
Durable goods . 
Nondurable goods 
Wholesale ............... heres 
Durable goods .. 
Nondurable goods . 

Rpt eee er 
Durable goods ... 
Nondurable goods ........ 





: | 
Estimated Value of Business Sales and Inventories* | 
(Millions of Dollars) | 





1947 
Sept. Oct. Nov. Dec. 
38,575 42,361 39,457 42,531 
14,628 15,962 14,624 15,494 
6,390 6,958 6,412 6,973 
8,238 9,004 8,212 8,453 
13,806 15,489 14,125 14,380 
3,527 3,963 3,573 3,781 
10,279 11,526 10,552 10,739 
10,141 10,910 10,708 12,657 
2,582 2,831 2,631 2,951 
7,559 8,079 8,077 9,687 
40,030 40,992 42,050 41,212 
23,120 23,436 23,714 23,694 
12,119 12,259 12,291 12,402 
11,001 177 11,423 11,389 
6,888 6,930 7,340 7,499 
3,065 3,077 3,163 3,305 
3,823 3,853 4,207 4,114 
10,022 10,626 10,966 10,019 
3,854 3,983 4,215 3,881 
6,168 6,643 6,751 6,239 

















$14.38 billion and sales of re- 
tailers amounted to $12.65 billion, 
all peak figures. 

With inventory buying reduced 
to quite a conservative basis, it 
is safe to assume that the trend 
of inventory accumulation has by 
now not only flattened out but 
may show a moderate downturn, 
if only temporarily until price 
trends are further clarified. Any 
recessionary trend however is 
likely to remain moderate 
(barring a really severe price 
slump) for the simple reason that 
inventories for the most part are 
far from excessive in relation to 
current business requirements and 
that such requirements, in view 
of the large still unsatisfied de- 
mand for many classes of goods, 
still bulk large enough to assure a 
fairly high amount of replace- 
ment buying. 

This in itself is perhaps the 
principal safeguard against any 
undue further price decline with 
its inherent inventory risk. 
There are others, that should 
materially cushion the price de- 
cline, if it spreads, and reduce its 
impact on most businesses. Above 
all, they should render quite un- 
likely the possibility of such se- 
vere inventory losses as suffered 
in the early 1920s and in the 
Thirties. In short, the overall in- 
ventory picture today appears a 
lot brighter. 

First of all, companies have 
been setting up substantial re- 
serves against possible inventory 
losses, estimated to exceed $1 bil- 

vn. Keenly aware of the dan- 
gers that lurk in a prolonged price 
rise, most concerns thus will not 
be caught as badly unprepared as 
in years past. While the combina- 
tion of huge demand and high 
price levels has forced them to 
carry large and high-priced in- 
ventories, they have done what 
they could to minimize inventory 
risks by providing adequate con- 
tingency reserves. 

Also, more and more companies 
have adopted the LIFO method 
of inventory valuation which in 
large measure eliminated inven- 
tory inflation and thus equally 
prevents its deflation. To men- 
tion but one example: U. S. Steel 
Corporation which adopted “lifo’’ 
back in 1941, carries its inven- 
tory at about $150 million less 
than present market values. Nat- 
urally, this provides a substantial 
cushion against the impact of 
price declines. 


(Please turn to page 675) 
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Keaping: Mlnadad of Industrial 


« and Company News ° 





Last year 460 new industries located along the 
eleven-state New York Central System. It is ex- 
pected that this will produce more new freight for 
the Central than was gained from new industries 
in any other peacetime year. This new traffic is the 
equivalent of adding a new major city to the Central. 


Radio Corporation of America and Allis-Chalmers 
Manufacturing Company have entered into an agree- 
ment for marketing industrial electronic equipment: 
Allis-Chalmers will distribute RCA high frequency 
heating equipment and RCA metal detectors in addi- 
tion to its own regular line of electronic heating 
equipment. 


Continental Can Company, Inc. has developed a 
low-pressure type container for insect spraying. 
Priced at less than 50% of similar “bug-bombs” on 
the market, the container will open up a large new 
market for low-priced canned spray insecticides. A 
minimum of 15,000,000 cans are expected to be sold 
this year. 


The Mengel Company is displaying to the trade 
its new Plyshels, a molded plywood case to facilitate 
the distribution of soft drinks. This has already 
been adopted by sixteen Coca-Cola bottling com- 
panies. Among many advantages is the fact that it 
reduces repairs to the vanishing point. 


According to J. R. Hoover, vice president of the 
B. F. Goodrich Chemical Company, the plastic indus- 
try is now six times bigger than in 1939. It is 
geared to produce and convert into finished goods 
more than one billion pounds annually of chemically- 
made basic materials. 


Frazer Farm Equipment Corp., a division of 
Graham-Paige Motors, has introduced a revolution- 
ary new tractor. It has a six-horsepower aircraft- 
type engine, six speeds forward transmission, and 
will run from one to three hours on a gallon of gaso- 
line—or kerosene. 


Libbey-Owens-Ford Glass Company reports that 
tests on the effectiveness of Thermopane show that 
the insulating glass reduces the heat ordinarily lost 
through windows by about 50% or that conven- 
tional window areas can be practically doubled with- 
out boosting fuel costs. 


Westinghouse Electric Corporation has announced 
the development of a new germ-killing lamp, said to 
fire more than twice as many ultraviolet “bullets” 
at bacteria as anv lamp heretofore available. Known 
as the Slimline Germicidal Sterilamp, it is expected 
to halve over-all ultraviolet protection costs. 


Minneapolis-Honeywell Regulator Company states 
that the automatic control era has reached a high 
point that will make it possible for one organization 
alone, its Brown Instrument Division, to produce 
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more than 7,000 different automatic controls for in- 
dustry and home uses. 

If the activities of the American Can Company are 
any indication, quite a large number of the forty 
million dwelling units in the country will be getting 
a new paint job this year. The company is producing 
a record number of five gallon paint cans. 


With approximately $30,000,000 in working capi- 
tal, without a single bank loan, share of preferred 
stock or bond outstanding, Packard Motor Car Com- 
pany points out that it is in the strongest financial 
position in its 49-year old history. Company reports 
continuing demand and order backlog from dealers. 


The E. I. du Pont de Nemours & Co. is construct- 
ing a new unit to manufacture insecticide at the 
Houston, Texas, works of the Grasselli chemicals 
department. The new insecticide has been found 
effective for destroying grasshoppers, fleahoppers, 
Japanese beetles, cattle lice, boll weevil, etc. 


The American Telephone & Telegraph Co. plans 
to construct additional television network channels 
this year. Included in the program are 2,000 miles 
of television network which will link the east with 
the midwest; while the existing network from Boston 
to Washington will be augmented. 


The Panhandle Producing and Refining Company 
has contracted to acquire all the outstanding capital 
stock of the Wil-Tex Oil Corporation for approxi- 
mately $4,000,000. No public financing will be neces- 
sary for the purchase. Funds will be raised by means 
of a loan from an insurance company. 


The Norfolk and Western Railway has announced 
plans to build 1,000 all-steel seventy-ton hopper cars, 
to cost approximately $4,250,000. The cars will be 
built in the road’s Virginia shops and will be in addi- 
tion to 2,000 cars previously ordered. 

A new device to determine accurately the speeds 
of the fastest-travelling airplanes has been revealed 
by the Boeing Aircraft Co. This is based upon the 
“radio doppler system.” Clocking planes during a 
flight of several miles, the new device indicates the 
exact speed at every instant. 

Monsanto Cemical Co. has selected the Scioto 
Ordnance Works as a site for the construction of a 
$5,000,000 atomic energy installation. As part of the 
Atomic Energy Commission’s construction and re- 
search program, the new installation will be used for 
the investigation of basic chemical problems of 
atomic energy. 

To relieve the world-wide thirst for oil, Creole 
Petroleum Corporation and Shell Union Oil Corp. are 
building two big refineries in Venezuela. Total cost 
will be close to a quarter of a billion dollars. In view 
of many problems, full production is not expected 
to be attained before 1950. 
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The shift in business sentiment from optimism to conserva- 
i tism continues under the impact of spreading opinion that 
. things have become a bit “soggy” as a result of the com- 
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modity price break which 
occurred a little more than 
a month ago. As soft spots 
appear here and there, the 
feeling is deepening that 
“all is not right” with busi- 
ness; still overall conditions 
continue highly satisfactory. 
The real test is yet to come, 
within 30 to 60 days, it is 
believed. 


There are increasing signs 
of a return to more compe- 
titive conditions in many 
lines, and of restoration of 
normal seasonal patterns 
which forecasters may be 
apt to confuse with reces- 
sive conditions rather than 
recognize them for what 
they are. Trend develop- 
ments henceforth should be 
scrutinized from this particu- 
lar angle, lest they lead to 
faulty conclusions. 


Meanwhile production 
keeps rolling. Measured in 
terms of the Federal Re- 
serve Board Index of Indus- 
trial Production, it held 
steady at the peace-time 
record level of 192 in Jan- 
uary for the third straight 
month despite bad weather. 
Subsequently, no doubt, it 
eased off moderately, large- 
ly due to the influence of 
cold weather on plant op- 
erations in such key indus- 
tries as steel, automobiles 
and others. As a result, the 
February Index is likely to 
be down a few points. The 
big question is: Will it hold 
thereafter? It would take a 
sustained decline of perhaps 
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a relatively few months to serve as confirmation of a business [| TR, 
recession. A downtrend of such proportions, in the near future jum 
at least, is still an open question ee certain uncomforta- age 
ble facts that have recently come to the fore. 

One is a slowing down of new orders in the wake of INI 
greater restraint in buying policies, a direct consequence of clen 
the commodity price break which intensified the tendency incr 
towards short-term buying. Another is sudden revival of em- | duc 
phasis on cost cutting on the theory that a test in break-even and 
points may be near. The ‘‘new caution’’ is increasingly felt will 
in gray markets where considerable price softening is going but 
on. Ultimately this may backfire in legitimate markets. While co. 
perhaps symptomatic of things to come, this is all to the par 
good. Considerable softening is currently occurring in the form plar 
equipment market where high premiums over list prices were doil 
the rule unti! recently. Gray market operators now play a yea 
cautious game, anticipating less eager demand. Ow! 

Price Trends wi: 
acut 


Price trends continue uneven, some up, some down. While 
the deflationary sentiment has been tempered by the ad- Shor 
vance of semi-finished steel products, this may not mean too 
much as a clue to the future. Industrial raw material prices B 
for the most part are holding. Farr commodities are hover- ; 


will | 


ing in an uneasy trading range; with the crop scare stage te 
just ahead and with crops vulnerableto unfavorable twists in pee 
the weather, there is no telling what next. Wholesale prices —— 
have steadied, their downtrend for the moment largely ar- — 
rested. For future price trends, watch crop weather and busi- ¥ 
ness activity over the next few months. They may furnish the des 
best elves. Other Things To Watch boar 

Some other indicators should not be ignored. One is the the r 
labor market. It’s still tight, with employment high. Any eas- New 
ing deserves careful analysis for clues to production trends. athe 
Another is commercial loans by banks, not only as an in- pects 
dicator of confidence in the business outlook but as a pos- but 
sible sign of inventory liquidation. Loans recently have been a 


declining. If the trend continues or becomes more pro- 
nounced, it almost certainly means that inventories are being 

worked off, voluntarily or involuntarily. Watch then for price De 
impacts! With a high percentage of working capital of busi- — 
nesses tied up in inventories and with greater vulnerability to 5°) f 
price fluctuations, it would be a logical development though To f 


in all likelihood gradual rather than abrupt. If so, it will take “1 
much of the sting out of the process—but sting it will. e ‘ 
By and large, the sag in business opinion so far has not _ 
been matched by a comparable sag in business. It may ulti- nies 


mately catch up, but it’s still too early to state with convic- 
tion that the economic adjustment now under way cannot be Ov, 
sucessfully accomplished in piecemeal! fashion at a continued 


high level of activity. 99 
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MONEY AND CREDIT—New York and Chicago bank re- 
serve requirements raised to 22%, from former 20%, effective 
Feb. 27. Treasury to pay off in March more than $1 billion of 
the national debt. Member bank net earnings last year were 
14%, below 1946; but they still returned 7.9%, on invested 
capital. Bank of Canada again lowers support levels for the 
Dominion’s medium and long term bonds. Dutch government 
plans to requisition and sell gradually $500 million of U. S. 
securities. 


TRADE—Department store sales in week ended Feb. 21 
jumped to 21% above last (with New York City up 35%), 
against cumulative gain of only 6%, for year to date. 


INDUSTRY—Business activity picks up a little under more 
clement weather. Higher prices largely responsible for 13% 
increase last year in the value of all goods and services pro- 
duced, compared with 1946. People spent 14%, more last year 
and saved 29%, less, than in 1946. Business in general this year 
will probably not be so good in the second half as in the first; 
but no major depression yet in sight. 


COMMODITIES—Prices rally inconclusively. Agriculture De- 
partment fears another slump before July 1. Cotton helped by 
plans to buy for export to China and Japan. Labor Bureau's 
daily indexes of spot commodity prices all lower now than a 
year ago, except for the 7 domestic agricultural products. 
Owing to near-record storage holdings and consumer resist- 
ance to high prices, meat shortage this spring may not be so 
acute as Government soothsayers have been predicting. 
Should commodities decline to new lows this year, the drop 
will not be so severe as in 1921-2. 





Better weather and easing of the gas shortage permitted 
a little recovery in Business Activity last week to a level 7%, 
above last year at this time. This was accompanied by a 2%, 
contraction in electric power output and a 3% decline in 


paperboard production. 
. + »s 


Lower electric power output might have been due to a con- 
siderable drop in demand for heating purposes; but paper- 
board reports will be worth watching for a few weeks to see if 
the recent contraction in production was more than temporary. 
New orders for Paperboard are looked up as one of the most 
up-to-date barometers of longer range general business pros- 
pects. They declined sharply during the fortnight ended Feb. 21 
but were still above last year. Perhaps here, as in a number of 
other lines, buyers held back a bit to see how the business 
world is going to react to the drop in commodity prices. 

* * * 

Department Store Sales in the week ended Feb. 21 
spurted to 15%, above last year, compared with a 3%, decline 
during the previous week and a cumulative increase of only 
6°, for the year to date. At New York City, sales were up 35%. 
Next week’s showing will not be so favorable. The reason for 
this is that there are six shopping days this year during the 
week ended Feb. 21; but only five in the corresponding week 
last year when Washington's Birthday was observed on a Sat- 
urday, the best shopping day of the week. 

*  * * 


Owing mainly to higher prices, the National Production 
of goods and services rose last year to $230 billion—13%, 
above 1946, Personal incomes totaled $197 billion, up 12%. 
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Personal taxes took $22 billion of this against only $19 billion 
in 1946. This left $175 billion of spendable income, about 11% 
more than for 1946. Of the $175 billion, consumers spent $164 
billion and saved $10.9 billion. In 1946 they saved $14.7 bil- 
lion out of expendable incomes totaling only $158 billion. 

* * 


























It is interesting to learn that expenditures for personal Dur- 
able Goods totaled $20 billion, a third more than in 1946. 
Purchases of durable equipment by producers was 40% ahead 
of 1946, Business Inventories were slightly lower even in 
dollar value at the end, than at the beginning, of 1947. 

* . * 


According to a report by the Bureau of Labor Statistics, just 
released Retail Food Prices declined 3%, to 4%, from Jan. 13 
to Feb. 17 in consequence of the sharp drop in farm commodity 
prices, and sizeable Inventory Losses were suffered by 
growers, processors and distributors. In non-farm business, how- 
ever, adequate inventory reserves had been set up foresight- 


edly to absorb most of the loss. 
* * 


These are the most notable direct consequences of the slump; 
but several instances have been reported in which business has 
been led to move with more caution. On Feb. 9 the American 
Woolen Co., for example, announced price increases of 8%, to 
12% on Worsted Cloth for men’s wear for fall delivery. Some 
weeks prior to this, it was expected that the price increases 
would be considerably greater. 


(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or ‘Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_ Harbor 

MILITARY EXPENDITURES—Sb (e) | Jon. 120. LIS 42S (Continued from page 661) 
Cumulative from Mid-1940 Jan. 364.0 362.8 349.0 13.8 On the other hand, several large produc- 

ers in the Steel Industry chose this inop- 

FEDERAL GROSS DEBT—$b Feb. 25 254.6 254.3 259.5 55.2 portune time to announce an increase in 

prices upon certain semi-finished products 

MONEY SUPPLY—S$b which were being produced at a loss. The 
Demand Deposits—94 Centers____| Feb. 18 47.4 47.6 45.2 26.1 | increases will add little to living costs, but 
Currency in Circulation_ —____| Feb. 25 28.1 28.1 28.3 10.7 came at a time when steel workers were 

about to open negotiations for a third 

BANK DEBITS—13-Week Avge. round of wage increases, and while Presi- 
New York City—$b mon £8 apes oie seid 4.26 | dent Truman was putting pressure upon 
93 Other Conters—$b Fob. 18 — a Ie 7.60 | Congress for more authority to control 

PERSONAL INCOMES—Sb (ed3) | Dec. 209.7 2042 ©1899 102.0 | Prices. The ensuing “ei dither over the 
eanggeony nat “leg 1293 1283 1186 46.2 | incident is out of all proportion to its im- 
sansa eres — 54.0 ae pond 22.3 | portance as an inflation factor; but will be 
<tc a Dec ns 1x as “ worth all the fuss if it will make certain in- 
i telindieaiinn ae oy a. me ~~ dustries to cultivate more friendly public 

(INCOME FROM AGRICULTURE) | Dec. 258 219 226 10.1 _| Telations. ae. oe 

Some of our older readers will recall that 

CIVILIAN EMPLOYMENT—m (cb) | Jon. 57.1 57.9 55.4 51.8 | it was the ‘‘Public Be Damned” attitude 

Agricultural Employment (cb) Jan. 7.1 7.0 6.5 8.8 | of a certain railroad president of yore that 
Employees, Manufacturing (Ib)__ | Jan. 15.8 15.9 15.3 13.8 started the agitation for Government regu- 
Employees, Government (Ib)____ | _ Jan. 5.4 5.6 5.4 4.8 lation of business with the Interstate Com- 

UNEMPLOYMENT—m (cb) Jan. 24 1.6 2.4 3.8 merce Commission as one of the earlier bu- 

reaus to be set up by law. It is just such inci- 

FACTORY EMPLOYMENT (1b4) = Jan. 157 158 153 47 dents that help to condition the unthinking 
Durable Goods Jan. 183 184 178 175 members of the public to accept, or even 
Non-Durable Goods Jan. 136 138 133 123 demand, some form of totalitarian govern- 

FACTORY PAYROLLS (1b4) Dec. 357 345 306 198 ment over this country. 

>. * 2 

FACTORY HOURS & WAGES (1b) Of course this is the last thing that any 
Weekly Hours ies 4l.1 40.5 40.9 40.3 intelligent business man wants; for, as Gov- 
Hourly Wage (cents) Dec. 127.7 1268 114.8 78.1 ernor Dewey remarked in a recent public 
Weekly Wage ($) Dec. 52.51 51.31 46.96 31.79 | address: “I am profoundly convinced, after 

eighteen years in government, that govern- 

PRICES—Wholesale (1b2) Feb. 21 159.3 159.7 144.3 92.2. | ment can never do any job as well as Pri- 
Retail (cdib) Nov. 185.9 184.9 I71.5 116.2 vate Enterprise.” 

. * « 

COST OF LIVING (1b3) Dec. 167.0 1649 153.3 110.2 Other developments which antedate the 
Food he 206.9 2027 185.9 ‘113.1 commodities slump suggest that business 
Clothing Dec. 191.2 190.2 1765 113.8 | May not be so good this year in the second 
Rent i. 1154 1152 1088 107.8 | haltasin the first; though it is doubtful if we 

are heading yet into a major recession. 

RETAIL TRADE—Sb Among the enienentinvecilile indica- 
Retail Store Sales (cd) Jan. 9.72 12.66 8.24 4.72 | tions are that, for the first month since the 

Durable Goods Jan. 2.31 2.96 1.84 1.14 | war, our excess of Exports over imports 
Non-Durable Goods Jan. 7A 9.70 6.40 3.58 | was trifle smaller in December than a year 
Dep't Store Sales (mrb)___ | Jan. 0.70 1.36 0.58 0.40 | earlier. Commercial Loans of reporting 
Retail Sales Credit, End Mo. (rb2)_ | Jan. 6.06 6.44 4.33 5.44 | member banks since the first of the year 

MANUFACTURERS’ have contracted $25 millions; whereas last 

New Orders (cd2)—Total_..____| Dec 252 267 241 181 SS seen period they expanded 
Durable Goods Dec. 291 306 271 221 oe eae Xe . 
Non-Durable Goeds Dec. 228 244 223 157 Most of the contraction si bank credit 

Shipments (cd2)—Total Dec. 320 329,276 184 that is now getting under way is more the 
Durable Goods “the 351 349 292 223 outcome of voluntary action on the part of 
iii dade aed, Ras 300 315 266 158 the banks than to such mild controls as have 

been put in motion by Government fiscal 

BUSINESS INVENTORIES, End Mo. authorities. The leadership of this plan for 
Total—$b (cd) Nov. 42.1 41.0 35.2 267 | Voluntary Credit Control wisely take the 

Sica ate 23.7 23.5 19.9 15.2 | attitude that it is better to check credit ex- 
Wholesalers’ wry 14 69 57 43 | Pansion now before it expands too danger- 
Bercilers’ ee 11.0 106 96 72 | ously; that voluntary control is more flexible 

Dept. Store Stocks (mrb} ses 23 22 22 14 | than Government control; and that, by 


checking undue expansion now the banks 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
- Date Month Month Ago —_ Harbor 
BUSINESS ACTIVITY—i—pc Feb. 21 166.3 165.7 159.6 141.8 will not be forced to take large losses in the 
(M. W. S.)—l—np_ Feb. 21 186.8 186.1 174.5 146.5 next depression, and will have enough re- 
INDUSTRIAL PROD.—1—np (rb) | Jon. 192 192 189 174 serve lending power to help check the de- 
Mining Jan. 155 156 146 133 pression when it does come. 
Durable Goods, Mfr... __| Jan. 227 229 221 141 ~ * * 
Non-Durable Goods, Mfr... | Jan. 176 173 176 141 Largely in consequence of mounting costs, 
net profits of the 6,900 member Banks in 
CARLOADINGS—?t—Toral Feb. 21 805 734 777 833 
pees, St ikl eae Feb. 21 379 349 350 379 the Federal Reserve System were 14%, lower 
Mies. 4. C. it Feb. 21 113 106 110 156 last year than in 1946; yet they amounted 
Grain Feb. 21 35 37 49 43 to 7.9%, on total invested capital. 
"assist Niantic * * x 
ELEC. POWER Output (Kw.H.)m | Feb. 2! 5,254 = 5,385 = 4,778 =——-3,267 Recent rise in Reserve Requirements 
SOFT COAL, Prod. (st) m Feb. 2! 12.8 11.2 13.0 10.8 at New York and Chicago, combined with 
iin tho h | Feb. 21 90.2 77.4 98.4 446 the further retirement of over $1 billion of 
Stocks, End Mo Dec. 52.2 50.5 47.2 61.8 the national debt, is likely to slow bank 
PETROLEUM—(bbis.) m earnings awhile longer. 

Pe gy Feb. 21 ; ; 4.8 4.1 Tia , 
———— Feb, 21 wae a 102 86 The Dutch Government's announced in- 
Fuel Oil Stocks Feb. 21 50 50 44 94 tention to requisition and sell gradually 
Heating Oil Stocks Feb. 21 34 36 40 55 $500 million of Dutch-held U. S. securities 

Feb. 21 507 506 434 632 might prove to exert, other things being 
Pie tad ten tok - Dec. 55 5.4 4.6 12.6 equal, somewhat of a drag upon our own 
bs — j or vi oan an securities markets for awhile. 
STEEL INGOT PROD. (st.) m — 746 846 721. «747 ~* 
Cosssietiun fens bun, | an. : : . For the second time in two months, the 
. Bank of Canada has lowered official sup- 
a Feb. 26 129 89 92 94 port levels for the Dominion’s medium and 
Cumulative from Jan. | Feb. 26 badd = ™ long term bonds. * 
MISCELLANEOUS Competition continues to break out 
Paperboard, New Orders (st)t.........; Feb. 2! 160 159 147 165 among individual producers. Most notable 
meg Pulp —- End Month Loh ng B. ye R ont recent instance of industry-wide competition 
. S. Newsprint Consumption (st)t.. | Jan. ae - E 
Do., Stocks (mpt) End Month st)t) Jan. 529 516 457 523 — weir ping tn og where wicos 
Pneumatic Casings Production—m Dec. 8.0 Ll Le 4.0 ing procucers Gre lorce to go out an 
Anthracite Coal Production (st)m.....| Jan. 4.9 4.9 5.1 3.8 hustle for the nickel bottle trade. 



































(1926—100). 


b—Billions. 


cb—Census Bureau. 


cd—Commerce Dept. 
seasonally adjusted monthly totals at annual rate, before taxes. 
Data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted Index (1935-9—100). 
1b3—Labor Bureau (1935-9—100). !b4—Labor Bureau, (1939—100). It—Long Tons. m—RMillions. mpt—At Mills, Publishers, 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 


ed2—Commerce Dept. (Avge. Month 1939—100). 
cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other 


np—Without Compensation for Population growth. pe— 


cd3—Commerce Dept., 


Ib—Labor Bureau. 1!b2—Labor Bureau 
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No. of 1948 Indexes (Nov. 14, 1936, Cl—100) High Low Feb.21 Feb. 28 

Issues (1925 Close—!00) High Low Feb.21 Feb.28 | 100 HIGH PRICED STOCKS... 84.05 = 75.27. —S 75.90 76.07 

312 COMBINED AVERAGE... 133.1 119.0 119.4120. 100 LOW PRICED STOCKS. 152.37 135.10 135.10 136.25 
4 Agricultural Implements _. 212.0 178.8 179.6 182.1 6 Investment Trusts _. 58.6 50.0 50.6 50.0 
I) Aircraft (1927 Cl—1!00)__ 153.4 134.3 136.8 150.7 3 Liquor (1927 Cl—Ii00).... 747.7 637.7 660.3 637.7 
6 Air Lines (1934 Cl—100)_. 478.9 430.3 452.3 477.3 9 Machinery es | 7 136.8 139.0 140.0 
6 Ar nt 90.3 78.7 80.2 78.7d 3 Mail Order .. 100.8 89.9 90.6 89.9 
13 Automobile Accessories __.. 201.5 173.1 174.3 173.1 3 Meat Packing ____s«*'082.8 93.5 94.1 93.5 
2 "Automoviles 22. SEF 32.0 32.0 32.1 13 Metals, non-Ferrous ______._ 160.1! 138.0 138.0 138.2 
3 Baking (1926 Cl—I00)_...._ 118.9 16.4 16.6 16.7 4 Paper 41.3 34.1 34.2 35.3 
3 Business Machines 267.2 229.8 230.6 229.8c 24 Petroleum itceececactien 2 199.5 204.0 205.5 
2 Bus Lines (1926 Cl—100)_.. 149.3 133.4 134.6 133.4 19 Public Utilities === «108.7 97.8 97.9 97.8c 
SYGHGMNCENS: cosecennc a a A 221.6 221.6b 225.5 5 Radio (1927 Cl—100)_.._. 20.7 17.8 17.8 17.8 
ZRGGVIMINING cicscccstnccsisiccecicinntn WEE 14.7 15.7 15.2 8 Railroad Equipment 61.9 53.9 54.5 53.9d 
4 Con ication 46.7 42.3 42.3 43.5 24 Railroads 23.3 20.5 20.5 21.1 
14 Construction 4.2 56.7 57.2 56.7 3 Realty 23.9 22.1 22.6 22.1 
LB 2 ee ee eee 323.3 287.1 289.0 287.1c 2 Shipbuilding 117.0 102.8 107.0 105.1 
9 Copper & Brass. seven WONG 92.0 93.5 94.7 3 Soft Drinks —- 516.5 447.8 450.9 447.8b 
2 Dairy Products: acacco 2. - 56.8 50.7 51.2 50.7¢ 14 Steel & Iron 110.9 96.2 97.7 97.8 
5 Department Stores 61.7 53.9 54.7 55.0 3 Sugar 50.5 44.8 44.9 45.5 
6 Drugs & Toilet Articles____ 172.4. 149.8 150.7 151.2 2 Sulphur 240.0 206.6 217.0 220.6 
2 Finance Companies _..._. 216.7 199.4 209.6 213.3 5 Textiles 140.0 120.5 122.4 121.5 
7 Food Brands —.___. 172.5 152.8 155.4 155.4 3 Tires & Rubber 31.3 28.3 28.7 28.6 
ID OO OOS oe, ~ GS 59.7 62.8 60.9 6 Tobacco 69.3 64.3 64.3 64.4 
3 Furniture 80.8 70.9 70.9 72.6 2 Variety Stores Ss 3119.5 286.9 288.8 295.2 
3 Gold Mining 758.1 694.2 758.1 745.6 17 Unclassified (1947 Cl—100) 100.8 91.2 91.4 91.2 

New LOW since: b—1946; c—1945; d—1944. 
MARCH 13, 1948 663 





Trend of Commodities | 





Farm commodity prices staged an irregular and inconclusive 
rally during the past fortnight under short covering and reports 
of Government buying or plans for buying later. Recent devel- 


opments tend to confirm the opinion expressed in this column, 


in our last issue that the post-World War II peak in farm prod- 
ucts prices, touched last December, will not be challenged 
again for some time to come. It is quite possible under favor- 
able weather conditions that new lows for the year may be 
reached before the end of 1948, regardless of Government 
efforts to support prices. Agriculture Secretary Anderson opines 
that wheat prices probably will drop below Government sup- 
port levels by July 1 unless Congress repeals the law requiring 
a carryover of 150 million bushels from the 1947 crop. With 
only another 70 million bushels left to buy to fill our export 


quota up to that date, one wonders how exporting over 100) 
million additional bushels could more than cushion such a big} 
slump as he envisions. On the other hand there is little danger 
that additional declines will be as severe as the 1921-22 crash, 
World crops and export surpluses will be considerably larger 
this crop year than last; but will still fall short of pre-war on af 
per capita basis. Government support measures will also pre-| 
vent the decline from reaching disastrous proportions. Cotton} 
held better than grains during the recent slump and has since 
firmed considerably under reports that the Government may| 
buy 750,000 bales (250,000 of which prior to July 31) for ship. 
ment to China, and that the Army might work out a plan to ship 
50,000 bales monthly to Japan. 
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1947 ‘48 


U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. I'Mo. 3\Mo. 6\Mo. 1 Yr. Dec.6 
Feb.28 Ago Ago Ago Ago Ago 1941 


28 Basic Commodities ___._ 317.1 319.6 349.1 359.1 306.3 322.0 156.9 
11 Imported Commodities_ 278.7 282.7 296.9 313.2 275.2 288.9 157.5 
17 Domestic Commodities___ 344.8 346.1 387.6 382.3 328.3 345.4 156.6 


RAW MATERIALS SPOT INDEX 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.t 
Feb.28 Ago Ago Ago Ago Ago 194! 


7 Domestic Agriculture — 367.7 352.8 413.1 411.8 377.3 338.4 1634 
12 Foodstuffs 386.3 384.3 441.2 456.0 362.2 401.6 169.2 
16 Rew Industrials 271.7 277.4 288.3 294.5 264.4 272.6 148. 


COMMODITY FUTURES INDEX 
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14 Raw Materials, 1923-5 Average equals 100 


Average 1924-26 equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 








1948 1947 1945 1943 1941 1939 1938 1937 1948 1947 1945 1943 1941 1939 1938 193) 
High 163.6 164.0 95.8 92.9 85.7 78.3 65.8 93.8 High _ 168.63 175.65 106.41 96.57 84.60 64.67 54.95 82.4 
Low 150.6 1264 93.6 89.3 74.3 61.6 57.5 64.7 Low ....... 146.83 117.14 93.90 88.45 55.45 46.59 45.03 52.0) 
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New Factors Affecting 
The Oil Industry 





(Continued from page 6438) 


just as it has severely hampered 
efforts to augment existing trans- 
portation and distribution facili- 
ties, particularly by pipe lines, 
tank cars, storage tanks, etc. 
Transportation has been a real 
bottleneck militating against bet- 
ter distribution and was largely 
responsible for local shortages 
that have characterized out post- 
war “oil crisis.” 

The new situation in turn has 
created new problems, some of 
which—such as future higher de- 
preciation and depletion charges 
—we have already mentioned. 
These are bound to affect the fu- 
ture earnings picture. Addition- 
ally, expansion programs in many 
cases require sizeable amounts of 
new funds, at least part of which 
must be obtained through new fi- 
nancing, though reinvested earn- 
ings are likely to constitute a ma- 
jor source of funds for this pur- 
pose. Some major. companies 
have already sought new funds 
through the sale of common stock 
and others may follow, and this 
has not been without market re- 
percussions. 

On the other hand, increased 
oil imports, formerly regarded as 
a threat, are now welcomed in 
the interest of conservation and 
exports have been placed on a 
reduced quota basis. Foreign re- 
serves are relied upon not only 
to supplement part of home pro- 
duction but to take care of the 
bulk of foreign requirements 
formerly met by shipments from 
this country. In this respect, the 
Middle East with its huge crude 
oil reserves is bulking large as a 
future world supply area though 
these calculations are currently 
complicated by political develop- 
ments in that part of the world. 
Back of the recently proposed 
synthetic oil program is not only 
the idea of freeing the United 
States from dependence on oil 
imports but to make available an 
assured supply, should political 
emergencies interrupt imports 
from abroad. 

It was natural that demand 
and cost factors combined tended 
to make for a steadily firming oil 
price structure since price decon- 
trol. Thus since the war’s end, 
crude oil prices have been ad- 
vanced no less than six times and 
MARCH 
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on an average are now some 
115% higher. The larger part of 
the increase occurred in 1947, 
with a 50c per barrel boost as 
recently as last December. Indi- 
cative of the underlying strength 
of the price structure 1s the fact 
that in some instances, premiums 
as high as 25c over posted prices 
are being paid. Oil men fear this 
may portend another upward 
move sooner or later as demand 
pressure continues unabated. A 
further and perhaps substantial 
price hike can by no means be 
ruled out, despite strong opposi- 
tion such a move would meet 
among the big refiners. At any 
rate, any softening of the price 
structure appears as remote as 
the prospect of demand-supply 
balance. 

All this accentuates the high 
value of existing crude oil re- 
serves, hence companies with 
large holdings have been particu- 
lar favorites of investors. Our 
statistical summary contains es- 
timates of proven reserves of 
most of the companies listed, in- 
cluding foreign reserves where 
such holdings exist. Naturally, es- 
timating oil reserves is not an ex- 
act science even in a well survey- 
ed area like the United States; 
but the figures given serve as an 
interesting and valuable yard- 
stick of the relative position of 
each company. Undoubtedly large 
holdings constitute a valuable as- 
set and companies owning them 
are held to be in a particularly 
favorable position. 

For the industry as a whole, 
additional earnings gains are 
strongly indicated for the current 
year, with new volume peaks 
likely, though the gains may be 
moderated by sharply higher 
charges for exploratory and de- 
velopment costs. Present divi- 
dends are well assured and in 
some instances may tend higher, 
but capital needs generally are 
likely to militate against the lat- 
ter prospect. An important factor 
is that earnings represent the 
mechanism through which growth 
and expansion is mainly financed. 

The industry this year will 
have have the full benefit of the 
latest 50c a barrel price boost 
which was only reflected in oper- 
ations for one month last year. 
Though offset in part by higher 
costs and charges, the resultant 
earnings increment should permit 
a larger degree of self-financing 
than may be generally antici- 
vated. Moreover, shortage of ma- 
terials, chiefly steel, may slow ex- 


pansion progress and thereby re- 
tard the need for funds, at least 
*omporarily. 

All in all, higher profits this 
year appear relatively certain for 
most companies, yet the market 
—because of the various factors 
mentioned, continues to capitalize 
earnings potentials at distinctly 
modest ratios, this despite the 
fact that augmented dividends 
last year have markedly raised 
yield rates. In view of this and 
the growth trend characteristic 
of the industry, leading oil com- 
pany shares continue to have long 
term attraction, with emphasis 
on companies owning large crude 
oil reserves. 

Last year, oil equities have 
consistently shown above average 
market action, in fact they put in 
the best performance of any ma- 
jor group with a good many in- 
dividual shares surpassing their 
1946 highs. During the recent 
market break, they have declined 
somewhat more than average, re- 
flecting not only the high ground 
from which the decline started in 
their case and which was particu- 
larly conducive to profit taking, 
but presumably also some fears 
—which appear quite unwarrant- 
ed—that the break in commodity 
prices might spread to oil. 





Significant Factors Affecting 
Security Trends 





(Continued from page 628) 
procurement program, airlines 
on hopes of better operating re- 
sults which seasonally at least ap- 
pear assured; and gold mining 
shares strengthened on devalua- 
tion “jitters” which followed the 
French currency moves. 

In the great majority of cases, 
the precentage declines are fair- 
ly closely in line with that of the 
index of 312 stocks. Groups 
which have declined considerably 
less than the composite index in- 
clude coal mining, communica- 
tion, public utilities, railroads, 
realty and variety stores. Some of 
the larger declines have been in 
automobiles and accessories, farm 
implements, drugs and toilet arti- 
cles, investment trusts, liquor and 
textiles. Probably selectivity will 
become somewhat more _pro- 
nounced as the year proceeds. 

There is no change in our cau- 
tious policy. Continue to maintain 
cash reserves around 50% in av- 
erage investment accounts. — 
Monday, March 8. 


665 














UNION CARBIDE AND CARBON CORPORATION AND SUBSIDIARIES 


OPERATING IN UNITED STATES AND CANADA 


UCC} 
CONSOLIDATED BALANCE SHEET 
December 31, 1947 


7 


ASSETS 
CURRENT ASSETS 


Other Marketable Securities (Cost or Market, whichever lower) 


RECEIVABLES (After Reserve for Doubtful) 
Trade Notes and’ Accom... -..5...05...06c.cccsccessssscesssclecseneisee Dae ore ae ere ad ah eS $ 55,203,718 
Other Notes and Accounts... ; Flee es 10,227,669 


INVENTORIES (Cost or Market. whichever lower) (See Note 2) 
TOTAL CURRENT ASSETS 


Fixep Assets (Cost or less) 


Land, Buildings, Machinery, and Equipment.................................. sokaaatis $520.242.668 
Deduct—Reserves for Depreciation and Amortization. ... wer by 282.182.966 


INVESTMENTS (Cost or less) 
AGGMiated Companies: .....:......0...06cc.cccccscecnenctesseseteecets as ee er $ 3,127,142 
Foreign Subsidiaries ... 24,338,440 


DEFERRED CHARGES 
Prepaid Insurance, Taxes, etc. 


PosTwAR REFUND OF Excess Prorits TAX (Canadian Subsidiaries) 


PATENTS, TRADE-MARKS, AND GOODWILL eS Dehn ee cat sae atte ac 


LIABILITIES 
CURRENT LIABILITIES 
Accounts Payable 
Dividend Payable January, 1948 


ACCRUED LIABILITIES 
Income and Other Taxes $ 58.095.667 
Interest 315.000 
Other Accrued Liabilities ... armen ich Saad mayer Ae 6.573.558 


$ 99,230,150 
100,562,015 
1,252,819 


65,431,387 
111,971,398 


~ $378,447,769 


238,059,702 


3,353,987 
1,782,344 


] 
$649.109,385 


$ 28,199,416 
9.479.788 


64,984,225 





TOTAL CURRENT LIABILITIES : y eth h Stee ted emaads | tae 
DEFERRED LIABILITIES UNDER GOVERNMENT CONTRACTS One a onthe 
2.70% Promissory NoTES PAYABLE DECEMBER lI, 1967 (See Note 3) 

RESERVE FOR CONTINGENCIES (See Note 4) ech erst Up scat Wey. fa tees 


CAPITAL STOCK OF UNION CARBIDE AND CARBON CORPORATION 
No Par Value—Not including 136,649 shares held by the Corporation 


DEP AO MR IAEIOD Foc sscn cca occ. opeticseovee vient en ; Soh eve: $192.922.561 
201,625 shares issued under Stock Purchase Plan for Employees and held by the Cor- 

* poration as collateral (See Note 5) 21,618,969 

9,479,788 shares ck peel eae. as 214,541,530 

Less present amount of Agreements 21,480,171 

193,061,359 

EARNED SURPLUS ....................... si ec sleaiead gcc dooce a is a Celine ___ 195,195,410 


$102.663.429 
1.648.144 
150,000.000 


6,541,043 


388,256,769 
$649,109,385 











THE MAGAZINE OF WALL STREET 











MAR 








REET 





CONSOLIDATED INCOME AND SURPLUS STATEMENTS 
Year Ended December 31, 1947 


INCOME 


STATEMENT 


INCOME 
Gross Sales—Less Discounts, Returns, and Allowances $521.844.814 
Other Income (Net) 6.703.499 $528,548,313 
DEDUCTIONS 
7 
Cost of Goods Sold. Selling, General, and Administrative Expenses $389,420,731 


Depreciation and Depletion 
Interest on 2.70% Promissory Notes 
Income Taxes 


NET INCOME FOR THE YEAR 


Net Income Per Share—On 9.479.788 shares outstanding December 31. 


SURPLUS 
EARNED SURPLUS AT JANUARY 1, 1947 


ADDITIONS 
Net Income for the Year 
Transfer from Reserve for Postwar Contingencies 


DEDUCTIONS 
Dividends Declared 


Decrease in Market Value of Marketable Securities at December 31, 1947 6.655 


EARNED SURPLUS AT DECEMBER 31. 1947 


16.644.574 
315.000 
46.501.216 152.881.521 

$ 75.666.792 


1947 e7 98 9 IRS RR 


STATEMENT 


$142,227,825 


$ 75.666.792 


15.000.000 90.666,792 


$232,894.617 


$ 37,692.: 


in 
Fi 
nS 


7.699.207 


$195,195.410 





Nores RELATING TO FINANCIAL STATEMENTS —1947 


1—The principles used in preparing the accompanying consolidated 
statements for the year 1947 are as follows: 

All subsidiaries that are one hundred per cent owned, and operate 
in the United States and Canada, are consolidated. 

Current assets, deferred charges, current liabilities, and income of 
Canadian subsidiaries consolidated are converted at the official rate 
of exchange. Other assets and liabilities of Canadian subsidiaries con- 
solidated are converted at the prevailing rate at time of acquisition 
or assumption. 

Foreign subsidiaries, all one hundred per cent owned, are shown as 
investments. 

Affiliated companies, less than one hundred per cent but not less 
than fifty per cent owned, are also shown as investments. The equity 
in the net worth of these affiliated companies increased $2,934,227 be- 
tween January 1, 1938 (or date of acquisition, whichever is later), 
and the. date of latest unaudited financial statements. Of this in 
crease, $746,057 is applicable to the current period. 

north includes dividends paid by foreign subsidiaries and affili 
ated companies out of surplus earned since date of acquisition. 
2—Inventories totaling £111,971,398 consis “) of the following major 
classes: Raw Materials and Supplies, $44,237,240; Work in Process, 
$34,389,029; Finished Goods, $33,345,129. 
3—The promissory notes provide for the payment of principal in the 
amount of $10,000,000 per year beginning on December 1, 1953. 





4—A review of the operations for the year 1915 under the Renego- 
tiation Act was made. Pending final settlement the cash refund to 
the Government, estimated to be $271,196, has been charged to Ae- 
crued Provision for Wartime Adjustments. The balance of $6,541,043 
remaining in the Accrued Provision for Wartime Adjustments, re- 
sulting from charges against income in prior years, has been trans- 
ferred to Reserve for Contingencies. 

5—During 1947 the Corporation entered into Agreements with 215 
employees, including 6 directors, all of whom devote their full time 
to the Corporation, and 6 officers who are not directors, covering 
113,300 shares of its capital stock under the Stock Purchase Plan for 
oo as approved and authorized by the stockholders in 1946. 
The Agreements set forth a price of $100.875, per share, which was 
the closing quotation on the New York Stock Exchange on the date 
preceding the offering. Under the terms of the Plan the price or 
prices shall be such price or prices as shall be fixed by the Board of 
Directors in its discretion, but not lower than seventy-five per cent of 
the market price. Each participant has five years to complete pay- 
ment, and interest at the rate of two per cent per annum will be paid 
on the unpaid balance. The Board of Directors may take such action 
from time to time with respect to extension of time of payment as in 
the discretion of the Board is in the best interest of the Corporation. 
Stock covered by the Agreements is pledged by the participating em- 
ployees as collateral security for payment. Shares are released from 








Products of Divisions and Units of UCC include 


the pledge to the participants in blocks of 25 as payment therefor is 
completed. Each participant has also agreed to apply against the 
unpaid balance the amount, if any, by which the dividends paid to 
him on the pledged shares exceed the interest. The Plan provides that 
if a participant shall die the Corporation will offer, for a period of 
six months following his death, to repurchase the unpaid-for shares 
at the price to be paid by such participant. Since the inception of the 
Plan in 1916 a total of 202,000 shares have been issued of which 
201,625 shares are held by the Corporation as collateral. 


6 —Union Carbide and Carbon Corporation and several subsidiaries 
tre defendants in suits brought by employees for additional wages 
for the current and prior years, an equal amount as liquidated dam- 
ages, at id attorneys’ fees and costs. Such suits are commonly referred 
to as “Portal-to-Portal Pay Suits.” Approximately one-half of such 
suits which had been pending have been dismissed without liability 
or costs to the Corporation or its subsidiaries. 

Although it is not possible to foresee with certainty the outcome of 
such suits as are still pending, they do not appear to require the mak- 
ing of provision therefor and accordingly no such provision has been 
made. 
7—Union Carbide and Carbon Corporation has agreed to maintain 
the assets held by the Trustee of the Savings Plan for Employees in 
an amount sufficient to permit the distribution of the Trust Estate to 
the persons entitled thereto. 

AUDITORS’ REPORT 
TO DIRECTORS AND STOCKHOLDERS OF 
UNION CARBIDE AND CARBON CORPORATION: 

We have examined the balance sheet of Union Carbide and Carbon 
Corporation and its one hundred per cent owned subsidiaries oper- 
ating in the United States and Canada, as of December 31, 1947, and 
the statements of income and surplus for the year then ended, have 
reviewed the system of internal control and accounting procedures 
of the companies and, without making a detailed audit of the trans 
actions, have examined or tested accounting records of the com- 
panies and other supporting evidence by methods and to the extent 
we deemed appropriate. Our examination was made in accordance 
with generally accepted auditing standards and included all pro- 
cedures which we conside red necessary in the circumstances. 

In our opinion, the accompanying balance sheet and related state- 
= nts of income and surplus present fairly the position of Union 

Carbide and Carbon Corporation and its subsidiaries consolidated at 
December 31, 1947, and the results of consolidated operations for the 
year, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 

HURDMAN AND CRANSTOUN 


New York, N. Y., February 28, 1948 Certified Public Accountants 
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A Re-appraisal of the 
Steel Industry 





(Continued from page 646) 


revision been announced before a 
number of the smaller steel com- 
panies boosted their prices for 
hot and cold rolled carbon strip 
by as much as $10 per ton and 
silicon sheets by from $15 to $25 
per ton. Flat rolled steel plates 
have also been boosted $6 per 
ton by some producers. In view 
of these price adjustments by 
smaller competitors, it is not un- 
likely that the large concerns will 
follow suit by pushing their own 
prices for finished steel products 
to higher levels. 


Expansion Costs 


Whatever justification for their 
upward price revisions the steel 
executives can present, it is un- 
doubtedly true that they are wor- 
ried over the prospect of financ- 
ing their huge expansion pro- 
gram unless an unusual amount 
of net earnings can be accumu- 
lated for retention in the busi- 
ness. In like manner, the replace- 
ment costs of worn-out equipment 
are substantially above deprecia- 
tion rates permitted by the Fed- 
eral tax authorities. Between 
these two problems, the steel in- 
dustry may point out that the 
public interest will be better 
served by maintaining operations 
on a sound basis than by assum- 
ing the burden of less profitable 
sales. The leaders in the industry 
evidently are confident that busi- 
ness activity will continue near 
its current level for several years. 
Otherwise they would not have 
had the courage to spend such 
large sums for new plants that 
some day may be idle. 

It appears certain that the pro- 
ducers of steel will find ready 
markets for everything they can 
turn out during 1948, and that 
though their move to raise prices 
is arousing widespread criticism, 
there is now greater assurance that 
earnings in the current year will 
be comparable to those achieved 
during 1947. This potential applies 
rather broadly to most of the steel 
concerns regardless of their size, 
for demand is so insistent that 
customers disappointed in de- 
liveries accorded them by the big 
companies are looking in every 
direction to find even a partial 
source of supply. 
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As for dividend prospects in 
general, the outlook for increased 
distributions during 1948 is none 
too bright, despite the wide mar- 

gin of net earnings apparent at 
he end of 1947. A high degree of 
stability, however, is assured for 
current dividend rates for many 
months ahead, unless something 
very unexpected crops up to 
change the picture. Though un- 
der present conditions inventory 
turnover is exceptionally rapid, 
high prices require the employ- 
ment of large amounts of work- 
ing capital. And to carry through 
to a conclusion many of the ex- 
pansion programs on which both 
big and little concerns have em- 
barked, a substantial share of 
earnings must be reinvested in 
the business. This is especially 
true at present when unsatisfac- 
tory stock market conditions mil- 
itate against the raising of new 
equity capital. 

Due to last year’s excellent per- 
formance and the bright pros- 
pects for at least another year to 
come, shares in the steel group 
have held their prices rather bet- 
ter than the general run of indus- 
trial stocks. In sympathy with the 
broad market decline of recent 
weeks, though, steel shares gen- 
erally have developed a down- 
trend. Knowledge that break-even 
points have been pushed high by 
rising costs and that net earnings 
could recede fast if production 
should assume a slower pace, has 


held price-earnings to a conserva- - 


tive level and permitted income 
yields to rise to attractive propor- 
tions. 

On the other hand, earnings 
and dividend prospects indicate 
continued better than average 
market action in the months 
ahead. In any future market re- 
covery, steel shares may well re- 
sume their role as one of the lead- 
ing groups. Hence with proper 
timing and selection, steel shares 
may not be without attractive po- 
tentials. 





What Year-End Statements - 


Reveal for 1948 





(Continued from page 633) 


and modernization programs 
largely accounted for the trend. 
Although manufacturers as a 
group retained about half of 
their 1947 net earnings in the 
business, expenditures for plant 
and equipment absorbed a large 
share. Right here is one of the 


main problems now worrying 
managements, for under current 


unfavorable conditions in the 
stock market, over-reliance upon 
retained earnings has become 
necessary in financing plant im- 
provements and to carry large 
inventories. Unless net profits 
provide ample sums for divi- 
dends, the capital markets will re- 
main reluctant to absorb new is- 
sues of equities, and financing by 
new preferreds will become less 
economical. This all throws heavy 
weight upon borrowing, as shown 
by sales of some $3.5 billion in 
notes and bonds during 1947, 
compared with $2 million in 1946. 

A continuation of this trend 
might prove disadavantageous to 
holders of equities in the long 
run, despite low interest rates 
paid for loans, because of con- 
tractual restrictions upon divi- 
dends and heavy sinking fund 
provisions. If lean times should 
arrive, dividend stability of some 
heavy borrowers might become 
less well assured than formerly. 

On another appended table we 
show annual sales and profits of 
the 20 concerns under discussion, 
both for 1946 and 1947, along 
with their profit margins and 
quarterly earnings for last year. 
The impressive gains in volume 
shown more than anything else 
account for the widespread rise 
in final net nearnings, for it will 
be noted that this permitted a 
widening of profit margins by 
most of the concerns listed. 





Today’s Trends in Machinery 
Companies 





(Continued from page 650) 


copper and other metals all over 
the world are modernizing their 
operations on a scale never before 
attempted. 

Export sales of all varieties of 
machinery may decline somewhat 
during the current year, for ship- 
ments to Russia seem headed for 
serious restrictions and dollar ex- 
change has become an acute prob- 
lem with many nations. At that, 
the urgent need for adequate 
equipment to support or to re- 
store economic prosperity abroad 
is likely to maintain export vol- 
ume of machinery at fairly satis- 
factory levels. Beyond question, 
the Marshall Plan will provide 
large sums for the purchase of 
essential machinery, while loans 
from the International Bank and 
the Export-Import Bank may fur- 
ther enhance sales potentials. 
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Manufacturers of tractors, 
road building machinery and ma- 
terials handling equipment may 
look forward this year to profits 
comparable to those achieved in 
1947, and that is saying a good 
deal. So many different users, 
from farmers to home builders 
and public authorities, are de- 
manding the highly efficient die- 
sel powered tractors that the sup- 
ply is far short of requirements. 
Demand of this sort stems from 
all over the world, and despite 
the great numbers of tractors 
now pouring from our factories, 
it is rumored that Britain ex- 
pects to ship us 6,000 units before 
long in order to build up her 
dollar balances. 


Road Building Machinery 


As for road building machin- 
ery, manufacturers of this equip- 
ment are particularly confident of 
well sustained prosperity. This is 
because the projected program 
for public works has reached 
immense proportions, involving 
many billions of dollars. Much of 
this work has already started, 
and while scarcity of fuel oil is 
deterring purchase of much 
needed equipment, orders are in- 
creasingly substantial, Better yet, 
if a recession should begin to 
threaten production throughout 
the economy, the Government and 
States plan to jump into the 
breach in an attempt to stabilize 
matters with huge outlays for 
public works. This prospective 
cushion should prove highly bene- 
ficial to the equipment manufac- 
turers if their industrial sales 
should start to decline. 

The rather natural belief that 
machinery markets are found 
mostly with concerns shaping and 
forming metals of one kind or an- 
other should be dispelled by ex- 
amining other outlets that have 
become exceedingly important. 
Two industries that are spending 
immense sums on expansion and 
modernization of their facilities 
are the textile and paper groups. 
Although for many years past the 
number of looms and spindles in 
the country has far exceeded the 
needs of the textile manufactur- 
ers in the cotton and woolen in- 
dustry, the excess equipment has 
been substantially reduced from 
year to year. 

Since the end of World War II, 
rising costs of textile production 
have stimulated a widespread re- 
placement of obsolete equipment, 
MARCH 
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ALOT OF GROWING TO DO 


This is a big country and to furnish nation-wide 
telephone service, the Bell System has had to be 


big for a long time. But in the last few years it 
hasn’t been nearly big enough. 
Even though we’ve broken all records and 


added more than 6,000,000 new telephones in the 
past two years, there are still about a million 
orders for service that we haven’t been able to 
fill because of lack of equipment, switchboards, 
cable and buildings. Many more Long Distance 
circuits also are needed. 


It will take time and a lot of money to make 
the Bell System big enough for the nation’s needs 
but we’re on our way — in a big way —to giving 
you more and better service than ever before. 


gy Q 
BELL TELEPHONE SYSTEM (a 


mand for ultra-modern textile 
thus creating a very heavy de- 
machinery. Then, too, the major 
expansion program undertaken 
by rayon manufacturers has 
swamped the equipment manu- 
facturers with orders. On bal- 
ance, strong concerns making tex- 
tile machinery foresee several 
years before they can catch up 


Get 






aa 


with their orders, and due to the 
insistent demand they probably 
can match rising costs with ade- 
quate price lifts to maintain sat- 
isfactory profit margins. These 
same comments can be applied 
to manufacturers of machinery 
for paper producers, although 
demand in this field may become 
satisfied somewhat sooner. 
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Gun these 
STOCKS? 


American Can Hearst Cons. Pub. 
Am. Tel. & Tel. Montgomery Ward 
Anaconda Cop: Penn. Ra 
Bethlehem Steel Phillips Petroleum 
Chrysler Corp. Public Service, N.J. 
Cities Service Co. Socony-Vacuum Oil 
Com. Edison Standard Oil, 
Cons. Edison N.Y. The Texas Co. 
Transc. & West. Air 





Continental Oil 

duPont de N United Gas Imp. 
General El United States Steel 
Goodyear Tire F. W. Woolworth 


Babson’s opinion on these 
widely held stocks may save 
youlosses. Simply check those 
you own, or list 7 others you 
own, and mail this ad to us. 
We will tell you if clients have 
been advised to Hold or Switch 
them. 
No cost or obligation 
Write wept. in-o1 


BABSON’S REPORTS 
Wellesley Hills 82, Mass. 
AADAAANG u 
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DOGPAW 
GOLD MINES, LTD. 


Price 40¢ per Share 


y be obtained : 
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ITELLIER & CO-| 


Established 1931 


42 Broadway, New Y 


Tel. BOwling Green 9 
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**Selecting the 
RIGHT STOCK’”’ 


A new book of Studies on the Stock Market 
profusely illustrated with long term charts 
shows how individual stocks move in Sequence 
eather than together and clearly explains prin- 
ciples of market action for Selecting the Right 
Stocks for the next big swing. Price $5.00 
Satisfaction guaranteed or money refunded 
LARGE MARKET CHARTS 
Stocks and Commodities 
Hourly * Daily * Weekly * Monthly 
LARGE CHART SHEETS 
FOR 1948 
Samples and daily chart on Dow Jones 
Averages FREE 
STOCK MARKET INSTITUTE 
838 South La Brea Ave. 
Los Angeles 36, Calif. 

















FISH AND GAME PRESERVE 
1400 acres lying in the forks of two streams, 
Northwest Florida, several cabins, large 
flowing well, good water, lots of timber. 
$12.50 an acre. 
RICH REALTY COMPANY 
BAINBRIDGE, GEORGIA 
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Backlog orders piling up with 
manufacturers of portable elec- 
tric tools foretell another year of 
highly satisfactory operations in 
this special field. Both foreign 
and domestic demand for small 
equipment of this sort continues 
to be substantial, for there are 
few industries that have not dis- 
covered the merits of these cost- 
saving devices. Besides orders for 
new orders, replacement demand 
tends to stabilize volume of this 
industry, for the life of these 
tools is a good deal shorter than 
those of heavier equipment. 


Good Year for Most 


Summing up, it appears that 
1948 should prove about as profit- 
able as last year for most 
branches of the machinery indus- 
try, although due to major un- 
certainties in the offing, it would 
be safer to limit predictions to 
the first six months. Regardless 
of generally wide margins of 
earnings over dividend disburse- 
ments, it is not probable that 
more liberal treatment of share- 
holders will be accorded, except 
in rare cases. Substantial needs 
for working capital are likely to 
hold distributions close to last 
year’s proportions. Some of the 
stronger manufacturers of ma- 
chine tools, foreed to cut divi- 
dends in 1947, on the other hand 
may improve earnings enough in 
the current ‘year to restore pay- 
ments near to former levels, at 
least before the year is ended. 

The traditional sensitivity of 
the machinery’ industry to 
changes in industrial activity at- 
taches a decided speculative ele- 
ment to their investment equa- 
tion. Since the collapse of the 
stock market boom in 1946, 
shares in this group have been 
deflated in price about equally 
with the general run of indus- 
trials. At current prices, selected 
issues hold a good deal of specu- 
lative appeal since foreseeable 
prospects are rather modestly 
valued. : 





Earnings Prospects for the 
Motors 





(Continued from page 652) 


to 42%; and Plymouth remained 
about the same at 22%. The sig- 
nificance that these figures might 
imply must be tempered with the 
thought that these accomplish- 
ments were not made under nor- 


mal competitive conditions. But 
with the actual or prospective pro- 
duction of new models, the period 
of earnest competition is close at 
hand. 

The position of the smaller 
automobile companies has shown 
a marked improvement, their 
sales increasing from less than 
10% of the total in 1941 to nearly 
16% in 1947. Here again, too 
much significance cannot be read 
into these figures. The competi- 
tive position of these companies 
appears to be no better than in 
1941; actually it may be worse in 
view of the greater number of 
producers. When raw materials 
become more plentiful, the lead- 
ing companies will probably again 
assert themselves, to the possible 
disadvantage of the small com- 
panies. These may resort to 
mergers to improve their posi- 
tions. In any case, there is always 
a chance for smart management 
to make headway, even in the 
face of severe competition. Cur- 
rently there is ample business for 
all. 

Production this year will be de- 
termined by the supply of sheet 
steel and pig iron, and further 
influenced by interruptions due to 
model changes. Production in 
January was well above the rate 
of 5,000,000 units a year, which 
includes trucks. While February 
was materially affected by short- 
ages of gas in the Michigan 
plants, March will probably see 
a considerable part of the lost 
production made up. Indications 
point to an output total for the 
first quarter of this year slightly 
less than the December quarter 
when 1.37 million vehicles were 
produced. Second quarter results 
should be much better. The latter 
part of the year will probably 
find most companies in the midst 
of model changes, with a conse- 
quent falling off in production 
schedules. Nonetheless, the indus- 
try should be able to turn out 
well over 4,000,000 cars and more 
than 1,000,000 trucks for the 
year, to top the 5,055,000 units 
produced last year (United States 
and Canada). 

Commercial vehicles present 
varying aspects. The three major 
passenger car builders, together 
with the largest farm equipment 
company, enjoy the bulk of the 
business. Heavy-duty vehicles are 
big profit producers; demand for 
these is largely dependent on the 
capital goods industries, espe- 
cially building and construction; 
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trucking companies are also valu- 
able outlets. In the heavy truck 
field, demand and supply is al- 
ready approaching balance. But 
while most urgent needs have 
been met, the long period of war 
and post-war peak usage would 
seem to indicate a large potential 
market for the heavy-duty units. 
Offsetting this in part are the 
rapid strides that light trucks 
have made in recent years. 


Price Resistance? 


Heretofore, producers have 
been able to lift the prices of 
their cars without encountering 
serious consumer resistance, re- 
flecting the great and pressing 
demand prevailing all over the 
country. These higher prices fol- 
lowed the granting of wage in- 
creases, the steady uptrend in the 
cost of materials, and higher 
freight rates. Of late, however, 
there are indications that the 
higher-priced models are selling 
less readily. Some curtailment of 
operations has already been made 
by one producer in the interest 
of most economical operations. 
The price-cost problem, generally, 
may henceforth become more 
serious. 

Perhaps the time is not far dis- 
tant when automobiles will again 
have to sold rather than allocated 
to eager buyers. That this may 
develop during the latter part of 
this year, and become further ac- 
centuated in 1949, is a possibility. 
Yet these prospects are not fore- 
boding; rather, they are the har- 
bingers of healthy competitive con- 
ditions that are apt to redound 
to the benefit of the buying pub- 
lic. What’s more, such a develop- 
ment is likely to widen the ulti- 
mate potential market for new 
cars. 

Thus longer range prospects 
appear distinctly promising. Less 
than 6,500,000 cars have been 
produced in the United States and 
Canada since the war, compared 
with an average annual output of 
approximately 3,000,000 cars. An 
indication of the extent of the 
market may be had when one 
considers the fact that in certain 
pre-war years, the number of 
cars scrapped annually was great- 
er than the total produced since 
the war. Today’s automobile no 
doubt has a longer life expect- 
ancy than the prewar car; yet 
this should not materially affect 
the potential market. That the 
latter could be of tremendous 
serious handicaps, automobile 
proportions, provided a reason- 
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ably low-priced car is produced, 
will serve as a constant stimulant 
to producers. 

In the meanwhile, the automo- 
bile industry is well on the road 
to establishing new peaks in prof- 
its. While final reports have not 
been received as yet, last year’s 
earnings will show a marked im- 
provement over 1946, when pro- 
duction difficulties, such as mate- 
rials shortages and labor strikes, 
considerably hampered output. 
The situation in materials is ex- 
pected to improve as the year 
progresses, though the possibility 
of steel quotas—and their size— 
is an uncertain factor in this re- 
spect. On the other hand, no seri- 
ous labor disturbances are ex- 
pected. 


The excellent results shown by 
the various companies last year 
were obtained with the industry 
as a whole operating at only 70% 
of capacity. Even a moderate bet- 
terment of this rate could result 
in new profit peaks for most com- 
panies, other factors remaining 
unchanged. Ambitious postwar 
expansion programs have either 
been completed or are well under 
way. Total expenditures for such 
purposes will approximate three- 
quarters of a billion dollars, with 
new assembly plants and retool- 
ing comprising the bulk of the 
outlays. The cost of tools and dies 
has increased so sharply that 
there may develop a trend to 
amortize costs over more than 
one model year. If this is done, 
it may enable a quicker and great- 
er lowering of prices over the 
next few years. 

Barring unforeseen events, and 
with adaptations to changing eco- 
nomic trends, the automobile in- 
dustry may well look forward to 
a prolonged period of good busi- 
ness. Certainly the need for cars 
exists, and it is a substantial one. 
The desire for new cars on the 
part of the public may have been 
dented but it is far from being 
dampened. Re-establishment of 
price levels more conducive to 
satisfying the mass market for 
lower priced cars:hold potentials 
that should keep the automobile 
industry profitably busy for a 
good many years. 

Market action of automobile 
stocks is generally in line with 
the industrial average, though 
the industry’s cyclical aspects 
make for occasional variations. 
In 1946, when strikes constituted 
serious handicaps, automobile 
shares fared somewhat worse 
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- > 


CELANESE 


CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N. Y. 





HE Board of Directors has this day 
declared the following dividends: 


FIRST PREFERRED STOCK 
$4.75 SERIES 
The regular quarterly dividend for 
the current quarter of $1.1834 per 
share, payable April 1, 1948 to 
holders of record at the close of busi- 
ness March 16, 1948. 


7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 


payable oy 1, 1948 to holders of 
record at the close of business March 
16, 1948. 


COMMON STOCK 


40 cents per share, payable March 
31, 1948 to holders of record at the 
close of business March 16, 1948. 


R. O. GILBERT 
Secretary 


March 2, 1948 














MINERALS & etionat 
CORPORATION 
General Offices 
20 North Wacker Drive, Chicago 
* 


Dividends were declared by the 
Board of Directors on 
February 26, 1948, as follows: 

4% Cumulative Preferred Stock 
24th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 
$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Forty Cents (40c) per share. 

Both dividends are payable March 30, 
1948, to stockholders of record at the 

close of business March 19, 1948. 


Checks will be mailed by the 
Bankers Trust Company of New York. 


Robert P. Resch 
Vice President and Treasurer 


* 


Mining and Manufacturing 
Phosphate * Potash ¢ Fertilizer * Chemicals 

















Allegheny Ludium Steel Corporation 


Pittsburgh, Penna. 
At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corporation, held Feb- 
ruary 23, 1948, a dividend of forty cents (40c) 
per share was declared on the 
Common Stock of the Corporation, 
payable March 31, 1948, to stock- 
holders of record at the close of 
business March 11, 1948. 
S. A. McCASKEY, JR, 
Secretary 
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Beneficial 


Industrial Loan 


Corporation 


DIVIDEND NOTICE 


Dividends have been declared by 
the Board of Directors, as follows: 
CUMULATIVE PREFERRED STOCK 
$3.25 Dividend Series of 1946 
$.811/, per share 


(for quarterly period ending 
March 31, 1948) 


COMMON STOCK 
$.30 per share 
Both dividends are payable March 
31, 1948 to stockholders of record 
at close of business March 15, 1948. 


PHiLtip KAPINAS 
Treasurer 


March 1, 1948 








than the general market, but 
their performance was outstand- 
ing in the early months of last 
year. Action since then has been 
closely in line with the general 
market, with leading issues out- 
performing those of the lesser 
companies, and the recent market 
break has carried prices of most 
of them close to their 1946 lows. 

While dividends were relatively 
conservative in 1947, indications 
point to more liberal disburse- 
ments in the current year. This, 
plus the fact that the industry 
should show better than average 
resistance to any recessionary 
business trends, should make for 
constructive market action of the 
leading shares in any future 
market recovery. 





(CANADA DRY 


DIVIDEND NOTICE 


The Board of Directors of Can- 
ada Dry Ginger Ale, Incorpo- 
rated, at a meeting thereof held 
on February 24, 1948 declared 
the regular quarterly dividend 
of $1.0625 per share on the 
$4.25 Cumulative Preferred 
Stock and a dividend of $0.15 
per share on the Common Stock; 
both payable April 1, 1948 to 
stockholders of record at the 
close of business on March 15, 
1948. Transfer books will not be 
closed. Checks will be mailed. 


Wo. J. WILLIAMs, 
V. Pres. & Secretary 











| GENERAL PORTLAND 
| CEMENT COMPANY | 
{ Common Stock Dividend } 


' 
| The Board of Directors of General Portland | 
' Cement Company has this day declared a ' 
‘ dividend upon its Common Stock of 25 } 
| cents per share, payable March 31, 1948 { 
| to stockholders of record at the close of { 
| business on March 12, 1948. ' 
HOWARD MILLER, } 
4 Treasurer 
' February 26, 1948 




















182ad Coementice Dividend paid 


THE TEXAS COMPANY 
Texas Company an 


The T 
sd predecessor. 


A dividend of 75¢ per share or three per 
cent (3%) on ae value of the shares 
of The Texas Company has been de- 
clared this day, payable on April 1, 
1948, to stockholders of record as shown 
by the books of the company at the close 
of business on March 5, 1948. The 
stock transfer books will remain open. 
L. H. LINDEMAN 
Treasurer 








January 30, 1948 
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Divergent Outlook for 
Motor Accessories 





(Continued from Page 654) 


The car manufacturers long ago 
learned that despite their natural 
inclination to turn out a substan- 
tial proportion of their own car 
components, top roduce all would 
involve over-heavy capital invest- 
ments. Spreading of research and 
engineering expenses over the 
numerous parts suppliers also was 
a constructive move. Hence the 
current practice of distributing 
substantial orders for equipment 
and parts through hundreds of 
outside sources came into vogue, 
and is bringing widespread pros- 
perity to the supplier industry, al- 
though at some time during the 
longer term, overreliance on the 
automotive industry for a market 
may find some of the parts manu- 
facturers out on a limb, as has hap- 
pened in times past. 

Should such a period return, 
however, it is interesting to note 
that, judging from former experi- 
ence, parts makers catering prin- 
cipally to the replacement market 
may fare better han suppliers of 
original equipment during depres- 
sive years. Back in the 1930s, for 
example, sales of original equip- 
ment slumped off by 78%, whereas 
the replacement business shrank 
less than half as much. When bet- 
ter times arrived, moreover, vol- 
ume of the later segment of the in- 
dustry rose to satisfactory levels 
far more rapidly than that of the 
former. Thus while a possible de- 
terioration in general business ac- 
tivities would broadly affect both 
classes of suppliers, greater rela- 
tive stability may be in store for 


those concerns concentrating upon 
production of replacement parts, 
as many of them now do. 

On the other hand, awareness of 
traditional cyclical hazards has led 
any number of important concerns 
rated as accessory and parts manu- 
facturers to diversify their output 
into other fields of endeavor. This 
trend has become particularly no- 
ticeable since VJ-Day and in some 
instances has substantially altered 
production policies. 

Take Borg Warner, for example, 
now manufacturing household ap- 
pliances and refrigerators on a 
large scale; A. O. Smith’s welded 
pipe division is doing the largest 
business in its history; home 
freezers are coming from the fac- 
tories of Motor Products; Motor 
Wheel is offering oil heating equip- 
ment; Budd Company’s volume is 
now well divided between the auto- 
motive and railroad industries; 
Timken-Detroit Axle is turning 
out oil burners, while Stewart 
Warner is well entrenched in 
radios. This list could be ex- 
panded almost indefinitely, but 
the examples mentioned indicate 
the broad trend towards diversifi- 
cation that has developed, and the 
wisdom of weighing the supple- 
mentary fields many parts manu- 
facturers have entered, when it 
comes to scanning their individ- 
ual potentials. 

Further bolstering sales and 
earnings potentials of numerous 
accessory manufacturers for 1948 
and longer is the broad scale 
resuscitation of the aircraft in- 
dustry now proposed by Congress. 
During the war, makers of auto- 
motive parts gained substantial 
experience and profits from pro- 
duction of aircraft parts, and 
though business in this field nat- 
urally catapulted downward after 
VJ-Day, more than one concern 
in the group continued with mod- 
erate success to exploit the air- 
craft market during 1947. 

As matters look now, it seems 
likely that governmental outlays 
for military planes may be 
stepped up by several billions of 
dollars annually, in which event 
some very substantial orders for 
parts will probably swell the 
backlogs of many manufacturers 
accustomed to producing items of 
this kind. Due to the urgency of 
this special demand, the pro- 
ducers undoubtedly would receive 
preference in allocation of essen- 
tial materials. Since the program 
as presently envisaged would run 
over a period of five years, quite 
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Investment Program 
- Provided by THE FORECAST 








APOINT p)yed 
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'In these decisive markets when the investment action 


you take is vital to preserving and building capital and 
income ... we suggest that you turn to THE FORECAST 
just as you would consult your lawyer, doctor, architect, 
etc., for professional advice. FORECAST SERVICE will pro- 
vide you with the essentials you need in conducting a 
sound investment program. 


1. When to Buy and When fo Sell 


Our weekly market forecast . . . with chart of daily 
action . .. projects the trends and basic forces at work. 
Definite market advice is then 
given which you can apply to 
your independent holdings and 


to our recommendations. In- | A 
cluded . . . with graphs ... . |! Our 
are Dow Theory Interpreta- | 


tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead ... and 
has gauged the movements of 


1947-1948 with high accuracy. 


the past few years; 








2. Definite Advices on Intrin- 








spuranre’ 


to you of satisfactory 
service is based on... 


| —Our substantial growth in clientele over 


—Our staff and facilities; 
—Our outstanding record . . 
better than the market; ~ 
—Our more than 30 years experience; 
—Our high renewal percentage. We want to 
serve you so you will make The Forecast a 
permanent part of your investment program. 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are programs for: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 

Sound selection and proper tim- 
1» ing keynote FORECAST SERVICE. 


4. Continuous Consultation 


You are welcome to consult us 
.. . by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold .. . switch .. . or close 
out. 


. consistently 


A Plus Service . . . These con- 














sically Sound Issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) Good Yields Amply Supported by Earnings. 
Of course, special situations are advised with emphasis 
chiefly on price appreciation. Technical as well as funda- 
mental factors are carefully considered as it is our stead- 
fast policy to have you strategically time your commit- 
ments. This overall analysis is fully applied to all 
elections . . . bonds and _preferreds 


as. well 
common stocks. 


as 


sultation privileges alene can be 
worth hundreds and thousands of 
dollars to you in concentrating in profit leaders . . . in 
stable investment situations . . . in avoiding laggards... 
in keeping your position adjusted to the market’s out- 


look. 


Enroll NOW to receive Our 4-Point Investment Pro 
gram especially geared to today’s markets. At this time 
also, you will have the advantage of our Special Offer 
of Free Service to April 15, 1948. So we suggest that you 
enroll today using the coupon below. 
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FREE SERVICE TO APRIL 15, 1948 





Special Offer 
De You! 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
I enclose [J $50 for 6 months’ subscription; [) $75 for a year’s subscription. 
(Service to start at once but date from April 15, 1948) 
SPECIAL MAIL SERVICE ON BULLETINS 


mula 


Telegraph me collect in anticipation of 
important market turning points .. . 
when to buy and when te sell. 








MONTHS’ Air Mail: () $1.00 six months; [] $2.00 
SERVICE $7.00 one year. 
MONTHS’ Name 
12 SERVICE $75 
Address 
Complete service will start at 
once but date from April 15. City 


State 





Subscriptions to The Forecast 
are deductible for tax purposes. $ 
MARCH 


13, 1948 


| 
| 
| 
l 
| 
| 
| one year in U, S. and Canada. 
$50 | Sheccat Delivery: ( $3.50 six months; 
l 
I 
| 
| 
| 
| 
| 


Your subscription shall not be assigned at 
any time without your consent. 


List up to 12 of your securities for owr 
initial analytical and advisory report. 
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48-YEAR CHART 
of STOCKS 
ond BUSINESS 


NITED’S annual edition of 

its Long-Term Chart covering 
the course of Industrial and Rail- 
road Stocks, Bonds, Commodity 
Prices, National Income and Busi- 
ness Volume from 1900 to date 
has just been released. This graphic 
picture of price fluctuations and 
business trends will prove of 
particular interest now in com- 
paring recent action of Stock 
and Commodity Markets with 
previous postwar periods. This 
large (1014 x 16)% inch) chart is 
printed in four colors and is suitable 
for framing. 


Yours With Month’s Trial 


We will send this Special Chart and the 
weekly UNITED Bulletin Service for one 
full month to new readers for only $1. 


Send $1 for Report MW-66 NOW! 
UNITED BUSINESS SERVICE 


210 Newbury St. A ry Boston 16, Mass 








possibly volume of this character 
would tend to stabilize operations 
of the parts manufacturers at a 
high level should a recession in 
demand for automotive parts 
occur later. 

While profit margins on Fed- 
eral orders, or in connection with 
them, would undoubtedly be 
rather narrow, the spreading of 
overhead over several kinds of 
production would benefit the over- 
all picture. During 1947 the profit 
margins of the automotive parts 
manufacturers were rather easily 
held to satisfactory dimensions, 
despite the general uptrend in 
operating costs, for a rapid ex- 
pansion in volume and occasional 
price lifts proved to be offsetting 
factors. Leaders in this industry 
frankly are somewhat worried 
over cost and price problems dur- 
ing the current year, however. 

During 1947 they exercised 
considerable restraint in advanc- 
ing prices for their products in 
view of their substantial dollar 
profits and their desire to cooper- 
ate with the car manufacturers. 
Now looms the possibility of a 
third round in wage boosts, and 
what the recent advance in prices 
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for unfinished steel may entail is 
awaited with keen concern. If 
materials used by the accessory 
manufacturers are lifted in price, 
some of them declare they will 
have no alternative but to remark 
their own prices upward, dis- 
tasteful though this would be. 


Comparisons of the balance 
sheets of the leading concerns in 
this industry from year to year 
since Pearl Harbor reveals a 
marked strengthening of financial 
positions all along the line. Work- 
ing capital in more than one case 
has doubled and tripled, plant ex- 
pansion has been impressive, and 
steps have been taken to reduce 
senior securities. Few of the large 
concerns in this field are bur- 
dened with funded debt and 
where term borrowing has been 
undertaken or standby credits 
arranged, low interest rates have 
been the rule. Implementation of 
diversification policies also have 
so increased the stature of many 
parts manufacturers in recent 
years, so that in effect they are 
quite different concerns as com- 
pared with prewar. Viewed from 
this aspect, differing yardsticks 
may be in order in appraising 
their outlook. 

Since 1946 was an abnormally 
poor year for the parts manufac- 
turers, too much emphasis upon 
their rate of earnings gains dur- 
ing 1947 would hardly be wise. 
Instances where reported net 
earnings last years climbed three- 
fold over 1946 should be dis- 
counted by the fact that the 
earlier base was an unusually 
low one. On an appended table, 
however, we show reported or 
estimated net earnings of 33 im- 
portant companies in the industry 
under discussion for last year. 
Where full year earnings have not 
vet been reported, interim earn- 
ings have been employed as a 
basis for conservative estimates. 

In studving these figures, the 
widespread prosperity of the 
group during 1947 is decidedly 
apparent, and if the performance 
is duplicated during the current 
year, as may happen, share- 

olders generally should be well 
satisfied. As for dividends, more 
than 20 concerns in this industry 
raised distributions last year, and 
four more resumed payments fol- 
lowing earlier lapses. Judging 
from the outlook, dividends 
should remain fairly stable dur- 
ing 1948, with prospects for im- 
provement here and there. 

Shares in the automotive acces- 
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story group of the Magazine off 
Wall Street Common Stock Indexf 
displayed characteristic volatility> 
during 1947, as evidenced by a bh 
range of high—237.4, low—161.9, . ms 
Recently, in sympathy with gen. ¢ T| 
eral market trends, our Index fig. 
ure stood at 175.3, a low mark 
for 1948. Although shares in thisf am 
group seldom enjoy high price. hl 
earnings ratios, our table shows} : 
that many of them are now sell-p sit 
ing at prices equivalent to only rah . 
a few times earnings at current Boul 
rates. In a good many instances), 
the yields are not only attractive > gt 
but could probably hold for some Bit 
time to come. that 
On balance, shares in this}; 
group appear to be rather strongly b soe 
deflated and in any general stock cl th 
market recovery could be counted Unit 
on to give a good account of .. 
themselves. In other words, they} “ Ai 
enjoy considerable speculative}. .{)'' 
appeal, especially if adequate se. 
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Lower Prices on of th 
Export-Import Trade | ;)... 

We 

(Continued from Page 640) | Russi 


in some curtailment of the pur throe: 
chasing power of the farmingftion ii 
community. But this reductionfwe mi 
should not be serious, not onlyfmilita 
because farmers as a group pro#Frane 
duce far more than they did befened t 
fore the war, but also becausefmilita 
even at present levels, farm prod-{Russi: 
ucts still buy considerably morefa nece 
non-agricultural goods than theyfand tI 
did before the war. On the infonRu: 
ternational scale, to carry  the§way i 
thought further, the producers offof ato: 
farm products and raw materialsfthe re: 
will fare much the same as Amerfonly v 
ican farmers. aggres 
What is likely to be the effectfhumar 
of the increased world output offpeace. 
farm products and of severalf——_— 
other staples on our exports? In Inv 
our opinion, it would accelerate 
(1) more selective buying in this (Co 
country on the part of our cus: Ay 
tomers, and (2) a return of * I 
American exports to their pre th olly 
war pattern. ro 
- The rest of the world would . 
probably take less of our food{*@°Pte 
stuffs, textiles, and other con, CO¥ 
vided 
have b 


























sumer goods. Canada and Latil 
America, now that their dollars 
are running short, will undoubtfec 
edly continue to be very selectivq2™m0 
in their purchases, concentrating2°St V 
on industrial raw materials ang *? U 
industrial equipment necessar}™teri 


for their postwar development = 














































1e off As | See It! 
ndex 
tility 
by a 
61.9, 
gen- 
x fig. 
markp 
1 this 
orice 
howsp 
- sell. 
onlyp 
rrent 
ances 
active 
some 


this 
ongly 
stock 
unted 
nt of 
, they 
lative 
te se- 





(Continued from page 625) 
to have lost the primitive cunning 
of self-preservation. 

The prospect of what is ahead 
for us if Russia continues on her 
path of easy conquest should have 
a sobering effect upon all respon- 
sible citizens. If Russia is per- 
niiied to dig in and consolidate her 
position in Europe, which would 
take several years longer, we 
would not only be unable to dis- 
lodge her, but she might be able to 
annihilate us and destroy the 
United States with new weapons 
‘that might be developed by that 
time. In the meantime she would 
be waging an economic war against 
us that is likely to bankrupt the 
United States and bring unbeliev- 
able chaos to our land. 

And, if we wait too long, Russia 
will be sitting astride the Darda- 
nelles and even be in control of 
Palestine — in a position to domi- 
nate the Near Fast and shut us out 
of the important oil reserves and 
commerce so necessary to us in 
e this modern age. 

———} We must therefore challenge 
10) Russia while she is still in the 
2 purfthroes of consolidating her posi- 
rmingftion in the captive countries. And 
uctionf Wwe must stop her NOW by offering 
t onlyfmilitary aid to Finland, to Italy, to 
p profFrance and to any country threat- 
lid be-fened by the Soviet Union. And, our 
causepmilitary aid for defense against 
. prod} Russian aggression should include 
/ mortfa necessary quota of atom bombs, 
n theyfand the planes for dropping them 
he infon Russian targets. This is the only 
ry thefway in which we can use our pile 
cers offof atom bombs to the advantage of 
terialsfthe rest of the world—it is also the 
Ameronly way to stop further Russian 
aggression and bring to tortured 
_ effecfhumanity the greatly longed-for 
‘put offpeace. 
several 
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Inventories Overdone? 





(Continued from page 635) 
All this means, that either 
Wholly or partially—depending on 
the size of reserves and/or the 
ouliptice levels when “lifo” was 
Fl adopted, potential inventory losses 
Jf corporations that have pro- 
| Latilded such safeguards already 
dollarf'2ve. been absorbed and will not 
rdoubt{“tect future profits. Moreover, 
slectiv@ommodity processors, usually 
trating ost vulnerable to price declines, 
a ans usually hedge their raw 
cessari material requirements to an ex- 
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tent that should at least prevent 
serious losses. Besides, most of 
them also fortified their position 
by setting up sizeable reserves. 

Protective measures vary, of 
course, leaving some companies 
more, some less vulnerable to 
price declines, but..by and large, 
the inventory risk, while threat- 
eningly real in some cases, is 
probably less than many people 
fear. And now, apart from the 
various protective measures men- 
tioned, the effect of the recent 
price tumble has been to make 
large consumers of major com- 
modities put an immediate brake 
on buying. Also there are still 
many areas where tight supply 
will continue to bolster prices. 

To sum up, any reversal of 
such a prolonged price rise as we 
experienced in recent years is 
bound to result in inventory 
losses, in some cases probably 
severe ones if precautionary pol- 
icies have been absent or insuffi- 
cient. But on the whole, business 
today is better fortified against 
inventory risks than at any time 
in the past. Moreover, there is 
every indication that the price 
decline, even if it continues, will 
stop short of becoming a price 
collapse; fundamentals argue 
against it, at least for the time 
being. 





Recession or Depression? 





(Continued from page 631) 


measure to current business cau- 
tion. We have reached a vulnera- 
ble stage where business could 
turn down decisively if it were 
to receive some serious shocks. 
These could come from abroad, or 
take the form of another sharp 
commodity break, induced possi- 
bly or aggravated by exaggerated 
inventory dumping growing out of 
undue pessimism in_ business 
thinking. Hence the importance of 
close study of nearby business 
trends and indices, of business 
psychology, and of careful analy- 
sis of their real meaning rather 
than yielding to snap judgment 
along lines of popular thinking, 
that in the past so often proved 
wrong. 

Last month’s break in farm 
commodities must be regarded as 
a warning signal that the post- 
war boom has become highly vul- 
nerable, that the powerful infla- 
tionary forces that produced it 
have reached and passed their 
peak. Experience shows that all 


PACKARD MOTOR 
CAR COMPANY 


DIVIDEND NO. 131 


The Board of Directors has de- 
clared a dividend of fifteen cents 
(15c) per share on the outstanding 
Common Non-Par Value Shares 
of the Company, payable on the 
29th day of March, 1948, to the 
holders of the Common Non- 
Par Value Shares of record at the 
close of business March 6, 1948. 
The books will not be closed. 

HUGH J. FERRY, Secretary 
Detroit, Michigan, February 25, 1948 























ANACONDA COPPER MINING CO. 
25 BROADWAY 
New York 4, N. Y., February 26, 1948. 
DIVIDEND No. 159 


The Board of Directors of the Anaconda Copper 
Mining Company has declared a dividend of 
Seventy-five Cents (75c) per share on its capital 
stock of the par value of $50 per share, payable 
March 30, 1948, to holders of such shares of 
record at the close of business at 3 o’clock P.M., 
on March 8, 1948. 

C. EARLE MORAN, Secretary & Treasurer 

















Safeway Stores, Incorporated 


Preferred and Common 
Stock Dividends 


The Board of Directors of Safeway 
Stores, Incorporated, on February 27, 
1948 declared quarterly dividends on 
the Company’s $5 Par Value Common 
and 5% Preferred Stocks. 

The dividend on the Common 
Stock is at the rate of 25c per share 
and is payable April 1, 1948 to stock- 
holders of record at the close of busi- 
ness March 18, 1948. 

The dividend on the 5% Preferred 
Stock is at the rate of $1.25 per share 
and is payable April 1, 1948 to stock- 
holders of record at the close of busi- 
ness March 18, 1948. 

MILTON L. SELBY, Secretary. 


February 27, 1948. 











booms come to an end; there is 
no reason to expect that natural 
laws will not again take hold and 
work for needed adjustments to 
bring the economy into better 
balance. 

Business and markets are wait- 
ing for evidence that such a tran- 
sition can be accomplished with- 
out the ordeal of a serious re- 
cession. Conclusive ‘evidence is 
still lacking but there are many 
weighty and convincing factors 
that point strongly in such a di- 
rection. 
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A First Step in Your Program for a 


PROFITABLE 1948 


RY this experiment! Imagine that all your securities were sold 
yesterday. Today you have nothing but their cash value. 





Then ask yourself, “Should I repurchase my former holdings as 
offering the most outstanding prospects for safety, income, profit—or could all or 
part of my funds be used more profitably in the coming year? Should I invest my 
cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit, even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement; (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which will be slow to 
recover or may suffer further decline. Selected issues are available which offer a 
substantial income, a good degree of security and dynamic growth prospects if your 
purchases are strategically timed. Many are undervalued as measured by earning 
power, capital assets and 1948 potentialities. 


As a first step toward increasing your profit and income in 1948, we invite you to 
submit your security holdings for our preliminary analysis—entirely without 
obligation—if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and those to keep only temporar- 
ily. It will tell you how our personal supervision can assist you to strengthen your 
diversification, income and the enhancement possibilities of your account. We will 
evaluate your list and quote an exact annual fee for our service. 


Merely send us a list of your securities. Give the size of each commitment and 
your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE Macazine or Watt Street. A Background of forty years of service. 
90 BROAD STREET NEW YORK 4, N. Y. 
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BALANCE SHEET 


December 31, 1947 


ADMITTED ASSETS 
Cash'in Office, Banks‘and Trust’ Conipanies . . . . . . « + «© © «© 6 « « « = § 26,330,163.87 
United States Government Bonds sata? 59,492,297.55 
64,539,027.59 
24,963,562.47 
3,984,382.15 
9,904,935.42 
2,796,195.95 
1.886,092.82 
$193,896,657.82 


Other Bonds and Stocks eet 
Investments in Associated Companies 
Real Estate ee ee 
Agents’ Balances, Less Than 90 Days Due 
Reinsurance Recoverable on Paid Losses . 
Other Admitted Assets Rs ce 
Total Admitted Assets 
LIABILITIES 
Reserve for Unearned Premiums 
Reserve for Losses 
RReSOEMGTEE EASES) 7, 6) oe) Se sn hh pe “ede Vin Mee Ge eS 
Liabilities Under Contracts with War Shipping Administration . 
Reinsurance Reserves 
Other Liabilities 


$ 91.473,696.00 
23,904,922.00 
3,720.000.00 
3,.718.542.91 
1,.650.557.00 
2.746.852.05 











Total Liabilities Except Capital . . . . . . . . . . = $127,214,569.96 
Capital 2. os a 6 a Se ee Ss ere, Sees 
Surplus Stee ee aes . . 31,682,087.86 
Surplus as Regards Policyholders 66,682,087.86 
Total $193,896,657.82 


NOTES: Bonds carried at $5.391.045.38 amortized value and cash $50.000.00 in the above statement 
are deposited as required by law. All securities have heen valued in accordance with the requirements 
of the National Association of Insurance Commissioners. 

Canadian Assets and Liabilities have been adjusted to the basis of the free rate of exchange. 
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Pride in possession of a Magnavox radio-phonograph increases 
with your growing awareness of its matchless tone, unsurpassed performance 
and timeless, harmonious furniture design. It adds beauty to your 


home, pleasure to your listening... satisfaction through the years. 


See and hear Magnavox in America’s finest stores. You'll be proud 
to own one. The Magnavox Company, Fort Wayne 4, Indiana. 
Ilustrated: THE BERKELEY: Authentic 


18th century design... Superlative 20th century 


performance. Available in mahogany. 
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RADIO PHONOGRAPH 
| “She Symbol of Qualily tn Kado 
—~— Since 1915 
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Solenoids Electrolytic Capacitors Ilustravox Sound Slidefilm Equipment 








